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FRIDAY, MARCH 30, 1956 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON HousING OF THE 
BANKING AND CurRRENCY COMMITTEE, 
Council Chambers, City Hall, Birmingham, Ala. 

The subcommittee met at 10 a. m., Hon. Albert Rains presiding. 

Present: Messrs, Rains (presiding), Ashley, Gamble, and Widnall. 

Also present: Senator Sparkman, and Representatives Grant, Jones, 
Elliott, Selden, Huddleston, and Roberts. 

Mr. Ratns. The committee will be in order. 

For the record I would like to make a brief statement. This is a 
continuation of the hearings that the Subcommittee on Housing of the 
Banking and Currency Committee has been holding in the major 
cities of the Nation, dealing with the broad aspects of the housing 
problem. 

Today and tomorrow, in Birmingham, we have set aside four sub- 
jects for study and discussion. The first one, and perhaps the one 
which will have the most emphasis on it here in Alabama, is farin or 
rural housing. 

The next subjects we will have for discussion by witnesses will be 
the slum-clearance and urban-renewal program and public housing, 
especially for smaller cities and towns, and the fourth subject will be 
the availability of mortgage credit. 

We have quite a full list of witnesses for today and tomorrow, and 
we are expecting and will, I am sure, have a very informative and 
interesting hearing. I have with me four members of the Subcom- 
mittee on Housing of the Banking and Currency Committee. Two of 
them have not arrived as yet, but will be here. 

On my left is my good friend, Congressman Widnall, of New Jersey, 
a Republican, and on my right is Congressman Ashley, of Ohio, a 
Democrat. es 

Weare really honored and pleased to have with us so many members 
of the Alabama congressional delegation. I can say it sincerely with- 
out boasting that the Alabama congressional delegation, perhaps, has 
spent more time and more effort trying to solve the problem of farm 
housing than nearly any other delegation in the Congress, because it 
is a major problem with us. It is an interesting fact that in the Con- 
gress, I don’t know if my colleagues here from New Jersey and Ohio 
ever realized this, that Alabama has the two chairmen in its delegation 
of the housing committees in the Congress. I am the chairman of the 
subcommittee in the House of Representatives, and Senator Spark- 
man is the chairman, and has been for many years, of the Housing 
Committee in the Senate. So housing is of particular concern to us 
in Alabama. 

z 
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The first witness this morning is going to be John Sparkman, who 
is the chairman, as I said, of the Subcommittee on Housing in the 
Senate, and I will say for the record that in my opinion knows more 
— housing and has done more for it than any man in the United 
States. 

Wait a minute, I want to put the mayor on first. 

Mr. Morgan. Let me yield to the Senator. 

Mr. Rats. No, we have you listed first: Come around, Mayor. 

First, I want to tell you I am delighted to be in Birmingham with 
the members of the subcommittee and the members of the delegation, 
and in all of the places we have been, and we have been to the major 
cities of America, we never have seen a city hall like this. This isa 
beautiful place, and we are glad to have you as our first witness. 

You may proceed as you see fit, Mr. Mayor. 


STATEMENT OF HON. J. W. MORGAN, PRESIDENT OF THE CITY 
COMMISSION OF BIRMINGHAM, ALA. 


Mr. Morean. Mr. Chairman and gentlemen of the committee, be- 
fore getting down to the business for which you are here, I would like 
to express both in the capacity of mayor of the city, and personally, my 
deep appreciation for the attendance of this committee in our city as 
a part of its studies and hearings relating in particular to slum clear- 
ance and urban renewal. 

I feel that the democracy of which all true Americans are proud is 
being served when committees of this kind which represent the legisla- 
tive branch of our Government meet with the people throughout our 
land to determine their desires, needs, and requirements, therefore 
please permit me to welcome this committee, its members and staff, as 
well as our illustrious Senators, our Congressman, other officials and 
citizens who will participate in this hearing. 

Permit me also to express my great admiration and high esteem of 
your chairman, Albert Rains. 1 know him as being a great Alabam- 
lan, outstanding American, and a true representative of all peoples of 
our Nation. 

Now, gentlemen, with reference to the matter for which I have been 
called to give testimony concerning the Federal Housing Act of 1949 
and in particular the subject of slum clearance and urban renewal, let 
me emphasize in the very beginning that it is my firm belief that the 
act itself was designed by the Congress to meet a pressing need of the 
people to the end that better and proper housing might be provided, 
slums and undersirable and unhealthy conditions be eliminated, and 
that lands badly needed for urban renewal may be made available 
for such purposes. The wisdom of this legislation has become more 
and more evident, and I feel that such purposes have the support 
of the majority of our citizens. 

On the other hand, it is an inescapable fact that the great purposes 
of the act have not been fully realized in that too few projects initiated 
under its provisions have been completed. 

The exact cause of this failure is not known to me, and I do hope 
this committee will be able to locate these causes and recommend 
necessary action designed to eliminate them. 

It has been our experience in Birmingham that the machinery estab- 
lished for the implementation of the act is providing a slow and un- 
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certain method of action which causes untold delays in our efforts to 
realize the eventual fruits designed by the law. We are unable to 
say that the law itself generates the difficulty and have not deter- 
mined whether such conditions result from causes connected with 
administration and implementation. It has certainly been our ex- 
perience that local, regional, and Federal authorities appear anxious 
enough to assist our political subdivisions but in spite of their evi- 
dent willingness to help, the procedures and processes are so cumber- 
some, so consuming of effort and time, so discouraging on the part of 
those seeking to realize constructive action that I doubt very serious] 
that the city of Birmingham would be interested in initiating addi- 
tional programs unless and until after assurances were given that the 
relief desired could be more expeditiously rendered. 

_ Weencountered not only such delays, uncertainties, and frustrations 
in our efforts to meet requirements leading up to the filing of appli- 
cations, but also the delays that seem to be necessary under present 
procedures for the final approval of the application which are, in my 
opinion, far beyond reason. 

Of course, these undesirable conditions are not confined entirely to 
planning and final approval of the application, but continue to rise up 
and present additional snags and obstacles in the way of final realiza- 
tion and completion of the project. 

We have encountered many such delays since the initial resolution 
by which the governing body of the city of Birmingham approved an 
application for a preliminary advance of funds, title I, sites A, B, 
and C, on November 21, 1950. 

Site A under the title above referred to is for the elimination of 
slums and the establishment of a medical center. 

More than 5 years have elapsed since our initial resolution, but all 
of the property required in this program has not been acquired. We 
have found it to be necessary to make changes concerning the alloca- 
tion of property within the area in order that we may meet new 
conditions and requirements. In order to accomplish these changes, 
which we consider minor in form, the Housing and Home Finance 
Agency is requiring the furnishing of new site reports, land-disposi- 
tion plans, financing plans, budget plans, and new reports which tend 
but to delay to an outrageous extent the final confirmation of the pur- 
poses of our application for this site. 

I was advised just 2 days ago by telegram from Washington of the 
acceptance and approval of our application submitted under said 
title I, site C, known as the Avondale project. 

Mr. Rarns. When was that, 2 days ago ? 

Mr. Morgan. Well, it is 3 days now. This was written yesterday. 

Judging from instructions that we have recently received from the 
Housing and Home Finance Agency with reference to our procedure 
under site A, the medical center project, we are apprehensive as to 
what future conditions will be placed upon our activities with reference 
to these improvements that will result in additional snags and obstruc- 
tions which will further delay eventual completion of the project. 

May I say here that it is felt by many city officials, and others, that 
the failure of the administration of the Housing and Home Finance 
Agency at the Washington level to delegate greater authority to 
field officers of its various agencies has contributed greatly to the pres- 
ent undesirable conditions. I call your particular attention to the 
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resolution adopted by the American Municipal Association at the 
32d Annual American Municipal Congress held in Miami November 
27-380, 1955. I quote from that resolution in part as follows: 

Resolved, That the American Municipal Association urge the Housing and 
Home Finance Agency to investigate the possibility of greater delegations to the 
field officers by the various agencies of the Housing and Home Finance Agency 
to the end that the work of these agencies and municipalities can be accom- 
plished more expeditiously and economically. 

I was in attendance at this meeting and a member of the resolutions 
committee, and know that this resolution was a watered-down state- 
ment of what was actually in the minds of the municipal officials in at- 
tendance. I feel that most municipal officials will join me in the com- 
ments that I have made hereinabove both as to the potential value of 
the legislative act and the difficulties being experienced by them in the 
final realization of such benefits. I do not desire to be critical of any- 
one in particular and am not in a position to judge whether the act 
iself needs amending or whether desired results can be obtained 
solely by changes in administrative procedures. I do feel that if 
officers and officials of echelons more closely associated with the mu- 
nicipal level were delegated greater authority the effectiveness of the 
act would be more nearly realized. Of course we must all agree that 
in order to assure effective and efficient operation, somewhat close 
reins must be maintained by the high echelons. These safeguards, 
however, must be such that same will not destroy the ability of those 
officials in the field to effectively conclude the programs contem- 
plated under the act. 

Now, gentlemen, let me again thank you for coming here and afford- 
ing us with this opportunity to give testimony in this important 
matter. Please be assured that this committee, the officials of the 
Housing and Home Finance Agency, and anyone else who has any 
connection with the program under this act will have our complete 
cooperation to the extent that we may render any type of assistance 
in making this act available for the people. 

I shall be glad to have you ask any questions that you consider 
desirable for the purpose of throwing further light on this subject. 

Thank you. 

Mr. Rats. Mayor, that is a good statement, and right on the button. 

One of the problems that we are concerned with on this committee, 
and I am quite sure the Housing and Home Finance Agency officials 
are trying to cut through all of the redtape and the needless and 
unnecessary regulations so that people like you in the field can make 
the act operate. 

We have heard this story which you have given us about the bog- 
down from mayors all over the country, and it is my frank opinion, 
if I may say so, that a lot of needless and unnecessary regulations 
could be eliminated. 

There are 2 or 3 questions I want to ask. First of all, I was inter- 
ested in hearing you say that you had a telegram from the Housing 
and Home Finance Agency or from some of the officials saying that 
the Avondale project had been approved ¢ 

Mr. Morgan. Yes, sir. 

Mr. Rarns. When was that? 

Mr. Morean. I expect it was Tuesday, or something like that. 
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Mr. Rarns. At any rate, it was just a few days before this hearing 
was set here in Birmingham. 

Mr. Morean. Yes. 

Mr. Rarns. I might say, over the country, the places we have been, 
we find that just prior to going to the city they usually get some of 
their programs approved, so I am very happy to feel that maybe we 
had a little bit to do with getting yours approved. 

How long had it been in process, the Avondale project ? 

Mr. Morean. Well, our first application, or the first step that the 
city took, was in 1950, November 21, 1950. 

Mr. Ratns. Have you had any difficulty in Birmingham with com- 
plying with what they call the workable program requirements ? 

Mr. Morean. There have been so many requirements, the workable 
program I have turned over to the planning division, and zone boys 
upstairs. I never went itno the exact meaning of the workable pro- 
gram. I presume it is the overall program and a portion of it is the 
new law that was passed in, I believe, 1954, having to do with overall 
planning. 

Mr. Rarns. And land use? 

Mr. Morean. Yes, things of that sort. That is how I understand it. 

Mr. Rats. Now, you mentioned the medical center. Those of us 
not only from Birmingham but from all over Alabama are greatly 
interested in the medical center, and in the University of Al: ibama’s 
efforts to establish and build an even better medical school. 

Would you mind expanding on that? What is holding it up? 

Mr. Morean. We had a lot of difficulty in meeting the requirements, 
and I want to say this in that connection, that the authorities have 
worked nicely with us and I don’t want to be critical of those men. I 
like them. But it seems that it is either contended that the act itself 
‘auses them to demand so many things like complete planning of your 
whole city and various phases. 

Now, we know that planning has come forth in the United States 
everywhere, and there are just not enough planners, and it has been 
almost impossible to get competent planning help and even though you 
would hire some of the few firms in the United States that are consid- 
ered top planners, we feel that their prices, due to the demands made 
on them, are very excessive and we know, too, just as a matter of 
commonsense, that they are hiring just everybody that they can get 
their hands on whether they are qualified or not, in order to meet the 
jobs that are before them. 

I don’t believe we would get a genuine thorough overall planning 
job is we were to pay the prices they call for. We have tried to hire 
planners. There are only three colleges in the South that are teaching 
planning. We tried last year. I think Georgia Tech turned out about 
10 boys, and before they left school they all had jobs. 

Mr. Rains. What you are saying is that cities even as large as Bir- 
mingham have difficulty in securing competent planners who are 
necessary to draw up plans to meet these requirements and regulations 
which are set up ? 

Mr. Morean. That has a lot to do with the requirements that we are 
put to. We have tried to employ one of the Georgia Tech boys now. 
There were eight of them. Five of them have already been hired. 
We don’t know whether we will have any luck in getting one out of the 
group to assist up upstairs. But the medical center you asked me 
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about, we all know that the medical center was designed peter to 
meet the requirements of the University of Alabama’s Medical College 
that is now an actual fact, and in our original plans that were submit- 
ted to Washington along with our application it showed a plan pro- 
duced by Bartholomew, showing the anticipated use of the properties, 
about 12 or 14 blocks, and that was March 1953. 

Now, then, the medical college after moving in, they feel like they 
need five blocks of the property. They want it adjacent to their pres- 
ent operations, not have something in between like some office building 
with offices and things like that. They want the medical college to be 
intact and I am for them on it, and have so recommended, but we were 
informed just the other day that in the event that original plan was 
changed, and the way we understood it at the very beginning it was a 
contemplated plan, that could be altered provided it met with the 
overall requirements as the medical center. 

Now, then, the medical authorities met with us and asked for five 
blocks, that they be allocated that so that they could make their plans 
to finance the program, and then following that the Hill-Burton funds 
to carry on, but they would have quite a road to go. 

It seems we have failed so far to get a complete allocation satisfac- 
tory to the medical authorities. We are in accord with them, that those 
units should be together, not divided. 

Mr. Rarns. You say you are in accord with whom ? 

Mr. Morgan. The medical authorities. 

Now, we are told here that in the event there is any change from the 
original program submitted, about 3 or 4 years ago, that such new 
documentation required to support change—in the event any change 
is made from the original plan, such as if we are called on by the medi- 
cal authorities, we would have to go through a new site preparation 
plan, I think that is covered in the talk, showing the new arrangement 
of the streets, curb, and storm sewers, together with a new estimate, of 
course, for these site improvements. 

Why a new estimate? Of course I cannot understand that. There 
would be no new costs. A new land disposition plan. This plan 
would have to be supported with a new reuse appraisel, new market- 
ability study, new land disposition maps, appropriate proposed re- 
strictions, appropriate protective covenants such as parking space 
requirements, setback line, heights of building, and so forth, and 
appropriate zoning, a new financing plan and budget. A new finance 
plan would have to be based on such costs as have been incurred to date, 
and future costs based on requirements of the new plan. 

Mr. Rarns. Is that after you have filed your original application ? 

Mr. Morcan. That is after it is approved, but we find the medical 
college has said we want these five blocks. They want to know what 
they can count on, so it will bea year or 2 or 3 years before they can get 
their money to actually take over. They have appealed to us for 
several months to allocate them so many blocks in this medical center 
so they could proceed, but we have been told that their plans don’t suit 
the plans submitted by Bartholomew 3 or 4 years ago and if we change 
in any manner we will have to go through all of this rigamarole again. 

There are no changes to be made specifically, other than that there is 
one block set up for an office building and centers right in the heart of 
it. We agree with the medical people, the hospital authorities, that 
there should be anything separating their operations. If an office 
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building goes up you should go somewhere else other than right in the 
heart of the medical center. It is a medical center. That is the pur- 
pose for the whole program, to have over there one of the finest medical 
centers in the United States, and as it develops it will be. 

Mr. Rains. But you are having difficulty, then, getting the Housing 
and Home Finance Agency 

Mr. Morean. Here is what we are told: I am reading these things 
now. 

If we change in any manner what they are talking about specific 
assurance by the housing authority, city of Birmingham, medical 
college of the university, that if a new plan is developed and approved 
there will not be further changes to increase the cost of the project. 
There must be evidence that the Medical College of the University of 
Alabama has the money on hand, and so forth. 

Those new requirements will mean I don’t know how many months’ 
delay before they will know what they can shoot for, and they are 
ready now, so that they can plan their planning and work with the 
legislature and others to go forward with the medical college. They 
are ready, but that is a new block that they are being confronted with 
after we have cleared the hurdles on the others. 

This seems to be—it is not out of line with the purpose, it is a medi- 
cal center. We think the medical center should be No. 1, and these 
other agencies like motels, and hotels, should be a fringe of it. 

Mr. Rarns. You said in your statement that you didn’t think the 
city of Birmingham, if you had known all of the troubles you have 
to go through, the roadblocks, the hazards, the regulations, and so 
forth, that you would initiate another one? Is that the way you 
feel about it 

Mr. Morgan. Mr. Chairman, I called about 6 or 8 months ago in 
Atlanta. I told them I was discouraged. We have sweated blood 
since 1950, 

Mr. Ratns. Any questions, Mr. Ashley ? 

Mr. AsHtry. No questions now. 

Mr. Rains. Mr. Widnall ? 

Mr. Wipnatt. The Avondale project, is that a housing project ? 

Mr. Morean. We have a terrible slum out there. I may answer in 
a roundabout way for you, but I will reach it. 

We have a terrific slum labeled by the health department as one of 
the worst in the city. We have wonderful cooperation from the 
Housing and Home Finance Agency. There will be two schools put 
in there, a colored high Sliogt a colored elementary school, and a 
lovely park. There are about 600 or 700 shacks there now jammed 
like sardines. There will be approximately 350 lots built for good 
dwellings for colored people, nice homes where they can live good and 
as they should. There will be provisions for a nice marketing center, 
stores, and everything; the whole thing will be made decent and 
habitable. 

Mr. Wipnatu. How soon after you submitted your last facts to the 
Housing Agency did they approve and file their acceptance? 

Mr. Morgan. The original file went in for three projects, A, B, 
and C, and that was one of them in November 1950. There were so 
many applications put in. Resolution 1953, in March, approving ap- 

lication for final funds, in 1953 again, resolution of application for 
nal funds for site; 1953 would be the date. 
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Mr. Wipnatu. You said you received an acceptance by telegram 
approximately 2 days ago from the Housing and Home Finance 
Agency. When were the last figures submitted to them or last re- 
quirements by that Agency submitted to them prior to that accept- 
ance? 

Mr. Morean. It was in 1953 after we completed everything. 

Mr. WipnaL. The purpose of the question was to see whether there 
was any unreasonable delay between your filing of the plan and their 
acceptance, 

Mr. Morean. It was submited January 20 of this year. 

Mr. Wipna.t. On this medical project that you have, when did the 
medical authorities change their mind as to what they wanted there? 

Mr. Morean. They never changed their mind. The plans were 
made up by the planners that we employed to meet the requirements 
of the HHFA at the very beginning. We had to submit our program. 
We got Bartholomew and a man out of Nashville who is an expert 
on medical centers, and they devised the application and the aioe 
authorities did not—in fact, the medical college wasn’t even there at 
that time, I don’t believe. 

The final plans were submitted November 27, 1953, for the Avondale 
project. 

Mr. Wwwnatt. The point I am trying to get to on the medical center 
is wouldn’t a replanning of that project so it was all intact and not 
separated by any streets or other projects involve a change in the 
laying down of streets and a change in planning ? 

Mr. Morcan. Not one bit. 

Mr. Wipnatu. Well, then, how difficult is it to comply with their 
requirements if it is all going to remain the same? 

Mr. Morean. Well, we are just judging from the past requirements 
of the steady stream of revaluations which will require an outlay of 
money, a group of appraisers go over there and apraise the property 
all over again and land use would have to be submitted, and goodness 
knows what, the many things. 

Now, I have the maps of the project. There would be no material 
difference. There is only one big difference that we see. There is one 
block that is set up. It is right there in the heart of it. It is set up 
according to the original plan for a clinic, doctors’ offices, and things 
of that sort. The medical college feels that block should be allocated 
to the university for their purposes in connection with the medical 
college. There is no change in any of it that would mean anything. 

Mr. Winn .-. I would like to see those plans later on. 

Mr. Morean. Certainly, we would be glad to. 

Mr. Ratns. Senator, do you have any questions you want to ask 
the mayor? 

Senator Sparkman. I might make just this brief comment or ask 
for his comment on this: 

We have been holding hearings in the Senate subcommittee over 
the last couple of weeks and, of course, one matter that has engaged 
our attention a great deal has been this question of urban renewal, 
slum-clearance redevelopment, and so forth. I rather have the feeling 
that perhaps the thing that is lacking in the Housing and Home 
Finance Agency is a spirit of daring to do something. Of course, we 
realize that there is considerable risk involved in projects of this 
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kind. It seems to me that perhaps a great deal of trouble comes from 
a superabundance of caution. 

Do you feel that that may be true, and do you not believe that if we 
really tackled this as a nationwide problem there ought to be more 
daring in their undertaking? 

Mr. Morgan. There is no question about that. I do know that in 
the passing out of public moneys such as this you have to guard very 
varefully the criticism that would come through certain misuses that 
might be put to it, but I do think that all of these people are honor- 
able that are conducting the work now, Mr. Follin, Mr. Cole, on down. 
But I do think that the act, the intent of the act is being stifled by 
by too many rules and regulations that are thrown in there in its 
interpretation. 

Senator SparKMAN. Trying to be certain down to the most minute 
detail which is an impossibility in one of these big projects. 

Mr. Morean. That is right. 

Senator SpaRKMAN. That is all I have, Mr. Chairman. 

Mr. Rartns. Mr. Huddleston ? 

Mr. Hvuppteston. Mr. Chairman, I don’t have any particular ques- 
tions to propound to our mayor, but I do want to join with him in 
expressing our delight that at long last after 3 or more years we 
in Birmingham have received approval for the Federal grant in con- 
nection with our Avondale project. 

Mayor Morgan, and above all the citizens of our community, have 
worked long and hard on this project, and the people of Birmingham 
join with him in this at last we shall see fulfillment of our dreams 
in development of the Avondale slum-clearance project. 

Mr. Rarns. Any other questions, gentlemen ? 

Mayor, I want to thank you for appearing, and I know something 
of the burden that you have to go through in getting these approvals. 

How many trips have you made to Washington in an effort to 
get it? 

Mr. Morcan. I don’t recall, 1 guess about 25 altogether. 

Mr. Rarns. And I must congratulate you on getting part of the 
job through. If this committee can help you, we will give you all 
the help we can to get the medical center approved. 

Thank you very much for appearing. 

Now, gentlemen, the next witness we have is Senator Sparkman, 
who as I said awhile ago knows more about housing legislation than 
any man in the Congress. 

John, do you have a written statement ? 

Senator Sparkman. I do. 

Mr. Rains. Would you take the witness stand, Senator. We hope 
to learn a lot about housing today from you and we feel highly 
honored to have a United States Senator appear before our com- 
mittee, so we are going to let you take off the bridle, read your state- 
ment, and make any comments you desire. 


STATEMENT OF HON. JOHN J. SPARKMAN, UNITED STATES 
SENATOR FROM THE STATE OF ALABAMA 


Senator SparKMAN. Mr. Chairman, I appreciate those remarks but 
I know very well that I cannot teach you anything about housing. 
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I am delighted that you have brought your subcommittee to Bir- 
mingham in connection with these hearings, and I am delighted that I 
have the privilege of being here with you at least during today. I 
regret that I will not be able to stay through the hearings tomorrow. 
I know that you have a very fine lineup of witnesses. 

First I want to join with Mayor Morgan and with all the rest of 
us in Birmingham and Alabama in welcoming the other members of 
your subcommittee here. When I listened to the weather report this 
morning and heard of these snowstorms up in the Northeast, from 
Washington all of the way up to Maine and out in the Midwest, I 
looked out the window and saw this 70° sunshine, and I felt that we 
were all in a position to extend you a very hearty welcome. 

We are glad you are down here instead of frozen wastes of some 
parts of the United States. 

Mr. Chairman, I want to say a word about Senator Hill’s inability 
to be here. He called me just before I left yesterday morning, or yes- 
terday afternoon. He, as you know, had made plans to come, but he 
had some bills that he had an opportunity to take up in the Senate 
yesterday afternoon. They are bills that are of interest to our people. 
One has to do with dental clinics, and I think there were three of them 
in all, having to do with various health measures that he was hoping 
to get appropriations for, and, as you know, they are not eligible for 
appropriations unless they first have passed through the legislative 
mill. 

It just happened that they were reached on the calendar yesterday 
and he felt that he had to stay over for them. He told me he was 
making his statement available. I assume it has been received. 

Mr. Rarys. After you finish we are going to put his statement in the 
record. 

Senator SparKMAN. Fine. 

Now, Mr. Chairman, I have a prepared statement. It has been 
mimeographed, and a copy has been given to each one. I shall not 
follow it closely, but I do want to bring out the essence of your study. 
I wish I had time to discuss all of the various facets of housing, and 
this urban-renewal program, redevelopment, slum clearance, which is 
one of the most important parts, but as you have stated, a great deal of 
the emphasis is being given here today to a subject in which I am 
greatly interested, all of us are interested, and that is the farm housing, 
and it is on that that I have prepared my statement, although I have a 
couple of other matters I want to mention very briefly. 

Including substandard dwellings in both cities and rural areas, more 
than 15 million housing units, or almost one-third of all United States 
housing units, are either dilapidated or surrounded by decaying dwell- 
ings or lacking plumbing or running water. More than 10 million of 
these units are  saecet repair—I think that is a significant statistic 
for us to keep in mind. They are beyond repair. They must be re- 
placed. The large segment of the population who live doubled-up or 
overcrowded are suffering even though they may not live in sub- 
standard housing. 

Farm families, for the most part, are not being considered when 
there is mention of inadequate housing. You know when we speak 
of slums we always think of them as being in the cities. As a matter 
of fact, the worst slums in this country are in the country. It just 
happens that the housing is not congested in blocks so we can see it, 
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but when measured by individual units, the worst slums in this coun- 
try are to be found in the country. A far greater percentage of farm 
families live in substandard homes than do urban families. Nation- 
wide, in 1950, almost 3 million farm families lived in houses so 
dilapidated that they needed to be completely replaced or have major 
repairs. In contrast, only about 1 out of 20 urban homes were so 
classified in that year. 

High interest rates, inequity in parity income levels between farmers 
and urban and city dwellers, and I call your attention to the fact 
that during this past year the per capita income of the farm person 
was $850, whereas for the urban person it was $1,959, and the general 
lack of the type of housing credit needed by farm families are factors 
contributing to inadequate housing for farm families. 

Rural families who need direct housing credit of the type available 
through the Farmers’ Home Administration under title V can be 
divided into three groups. ‘These families would rarely be able to 
pass the 10-percent equity requirements for insured loans through the 
agency. 

The first group is that of capable young farmers with little accumu- 
lated money or other resources who are finding it more and more dif- 
ficult to meet the increasing capital requirements of farming in a 
period of drastic income decline. The lack of housing credit on terms 
geared to the income from farming means that most of these families 
are destined to spend their most produc tive years in grossly inadequate 
homes. This period in most cases extends beyond the years of greatest 
family need, the years when children are in the home. 

The second group is made up of families who have been unable to 
obtain the credit needed to construct or make changes in existing 
service buildings which must be done if they are to keep pace with 
changing agricultural patterns. For example, for a family to shift 
successfully. from a one-crop system of farming to a diversified pro- 
gram in which dairy cattle, beef cattle, sw ine, or poultry are included, 
or a combination of such enterprises, requires adjustments in housing 
facilities. 

The third group consists of families living in rural areas but who, 
because of inadequate land resources or other reasons, are not engaged 
in farming on a full-time basis. Among the majority of these fam- 
ilies, farming operations of a subsistence nature are carried on to sup- 
plement whatever income is earned from off-farm sources. Families 
of this type would be eligible for housing credit under title V of the 
Housing Act of 1949, as amended, if the agricultural commodities 
produced for home use or sale have an annual gross value of at least 
$400 based on 1944 commodity prices. 

Before I discuss specifics, I would like to make two general obser- 
vations on the current conditions of the housing market, and the 
administration of the housing program. First, the demand for new 
homes continues at a high level, although most. forecasts antic ipate 
a decrease in the number of housing starts duri ing 1956. It ap pore 
that we shall have a decline in the production of homes this yea 
despite the fact that there is a steadily increasing need for on. 
Especially acute at this time is the need for less expensive housing to 
meet the needs of middle and lower income families. 
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Second, the administration of the Federal housing programs is 
lethargic, and in many respects is bogged down by a defeatist attitude. 
This unfortunate attitude is evident particularly in the administra- 
tion of the farm housing program, just as it is manifest in virtually 
all phases of the present administration’s farm policy. Of all the 
farm programs entrusted to Secretary of Agriculture Benson, the one 
that should be easiest for him to administer successfully is farm hous- 
ing. But in farm housing, as in most other parts of the farm policy, 

the Benson touch is crippling, if not actually fatal. 

For 2 years now the Department of Agriculture has failed to utilize 
the $100 million a year provided by Congress in loan authority for 
farm housing. Not one penny of these funds has been made available 
to farm families, as Congress intended. In fact, last year witnesses 
from the Farmers’ Home Administration of the Dep: irtment of Agri- 
culture asked the Congress to abolish the farm housing program set 
up by title V of the Housing Act of 1949. 

Congress twice in the p: ist year renewed the program and instructed 
the Depar tment of Agriculture to make these loans available, and yet 
not one cent during that time has been utilized. 

Mr. Jones. Mr. C hairman, will the gentleman yield at that point / 

Senator SparKMAN, Yes. 

Mr. Jones. The Senator will recall the fact that Secretary Benson 
in March of 1954 made a speech at Tuskegee, Ala., in which he stated 
that the rural housing program had been one of the most successful 
programs for the Department of Agriculture, and yet he has never 
made a single request for a provision to carry out title V of the 1949 
or 1950 act. 

Senator SparKMAN. That is correct, and I can say last year I went 
before the Appropriations Subcommittee myself when there was no 
budget request, by the Department of Agriculture, and sought to 
appropr iate additional funds. In fact, last year, witnesses from the 

armers’ Home Administration of the Department of Agriculture 
ps the Congress to abolish the farm housing program set up by 
title V of the Housing Act of 1949. 

When I introduced the farm housing bill in 1946, and Congressman 
Jones introduced it in the House, I felt confident it would succeed 
if given a sympathetic administration. It was a program to extend 
to our farm families some of the benefits that were provided to urban 
families through other provisions of the 1949 Housing Act. It was 
an attempt to achieve a degree of parity between urban and rural 
housing opportunities. 

Title V of the Housing Act of 1949 was the first financing program 
in the history of agricultural legislation specifically aimed at im- 
proving farm housing. It was enacted as part of an omnibus statute 
that started a policy of Federal responsibility to help all of our people, 
farmers as well as city folks, in their desire to live in decent homes. 
It started out as an experiment and very quickly proved to be a prac- 
tical and successful approach to raising ‘farm housing standards. The 
repayment record of borrowers receiving farm housing loans under 
this act has been unusually good. As of December 31, 1954, borrowers 
owing balances had paid an average of 106 percent of the cumulative 
total amount falling due to that date. The repayment record of 
Alabama borrowers is 110 percent, a truly remarkable record. 
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And I may add there, Mr. Chairman, that at the same time in all 
of the United States there had been only four foreclosures. 

I have a firm conviction that the farm housing program is basically 
a sound and practical program, and I intend to do all in my power 
to save it. Toward this end I have introduced in this session of the 
Congress a bill, S. 3346, to revive and strengthen title V. 

I have not asked the Congress for any new loan authority. I have 
asked that the Congress renew the unused loan authority which has 
accumulated under title V since the inception of the program in 1949. 
This amounts to approximately half a billion dollars. I have also 
proposed that this oa authority be made available over a 5-year 
period in order that we may reaffirm our conviction that farm housing 
needs are an integral part of the overall agricultural policy of this 
Congress, and that it is our firm intention that the program shall be 
carried forward. Extending the program over a 5-year period will 
permit more rational planning and continuity in the administration 
of the program. But I proposed it be used over 5 years which would 
extend the program on the same level that we have had it. 

The need for these loans, as we all know only too well, is not only 
as great as it was when the legislation was first enacted, but is in- 
creasing rapidly. Since the close of the debate on this year’s farm 
bill I believe that we are more keenly aware than ever before of the 
immediate and long-term needs of our Nation’s farmers. 

This administration has given us many excuses for its failure to 
implement the farm housing policy of the Congress. One is that the 
job title V was meant to do should be done by the Bankhead-Jones 
Farm Tenant Act. But as any farmer and anyone else familiar with 
farm problems knows, farm housing under title V was written to sup- 
plement, not to supplant, the Bankhead-Jones Act. I recall that one 
of my first speeches in Congress as a freshman when I had been there 
about 3 months back in 1937 was to speak in favor of the Bankhead- 
Jones Farm Tenant Act, and I think it has been a great act, and has 
done a great job, but, as I say, title V was not to replace it but to 
supplement it. 

Mr. Chairman, I will not read the rest of the statement in detail. I 
bring out there that the administration has proposed amendments to 
title I of the Bankhead-Jones Farm Tenant Act, and in their proposals 
this year this act would be brought almost completely in accord with 
title V. They propose to do under it exactly what title V does with 
one exception. 

Mr. Rarns. You mean in the administration’s housing bill that has 
been introduced that they have a section—— 

Senator SparkMAN. They for the first time seek to amend the Bank- 
head-Jones Farm Tenant Act, title I, so as to do what title V is 
designed to do, and I may say that when Mr. McLeaish, who admin- 
isters this program, was testifying before our committee just a few 
days ago, his principal reason and justification for using the Bank- 
head-Jones Act with these new amendments was just it was permanent 
and they would have a continuous program. 

So I said to him, well, suppose we extended title V for 5 years, 
would that give you sufficient permanence that you could be continuous 
in your regulations and administration? He said yes, it would. 

68692—56—pt. 6—2 
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Now, there is one distinct difference between the operation of the 
Bankhead-Jones Act, and the title V act that I want to point out, and 
the reason I believe certain we ought to continue to operate under 
title V: 

First of all, title V is a part of the housing program, and is handled, 
as you know, by the committees that handle all other housing, whereas 
the Bankhead-Jones Farm Tenant Act was designed for a different 
purpose, and is handled by the Agricultural Committees that do not 
handle housing basically. But the title V act, program, makes it 
possible for a certain type of farmer to get a loan who cannot obtain 
a loan under the Bankhead-Jones Act. 

Now, these amendments I admit would come closer, would bring 
it closer to this program than before, but not all of the way. 

Tet me give you just a couple of examples: Back in January 
Congressman Carl Elliott and I were down at Aliceville one night. 
We spent the night in the home of a young farm couple out just a little 
piece from town. Carl, you remember that he told us that this fine, 
nice, comfortable home that he had there, that the house was built 
under title V, and he volunteered the information that “I could not 
have gotten this under the Bankhead-Jones Act,” and he explained 
tous why. You remember he owned a small tract of land there indi- 
vidually, and then he owned an interest, a fifth interest, if I remember, 
in a 500-acre farm. He would not have been eligible under the Bank- 
head-Jones Act at all because of the division of his farming interest, 
and that which he owned personally and separately was not large 
enough to support a loan. 

Last fall while I was at home I went out with the Farmers Home 
Administration agent, the administrator in that county, as I do every 
year, and on the way he pointed out 2 farms, 2 homes on the way, and 
he said these were built under title V, the direct loan, and not under 
the Bankhead-Jones Act, although his Administration is primarily 
the Bankhead-Jones Act. 

Isaid how come? Well, here was one just on the edge of Huntsville 
that had a small tract of land. I don’t believe it was over 5 acres. 
His principal farming was a couple of miles away where he had prob- 
ably an 80-acre farm. He was a good farmer. He couldn’t have ob- 
tained a loan under the Bankhead-Jones Act to build his home where 
he wanted it on this 5-acre tract. 

Mr. Rarns. Why? 

Senator SparkMAN. Because it wasn’t a farm. That particular 
tract was not the main source of his income. The other tract was, 
you see. But under this he could. He could qualify because of the 
standard that is set up. 

Mr. Ratns. Do the amendments which the Administration—I 
haven’t read the farm section of the bill. Mr. Widnall introduced the 
bill on our side. 

Do those amendments provide direct loans now under the Bankhead- 
Jones Act as well as title V ? 

Senator SparKMAN. As a matter of fact, title I of the Bankhead- 
Jones Act originally was for the purpose of helping a tenant farmer 
buy his farm, and in connection with buying that farm it would build 
him a new house if he needed it, or repair the buildings that were there, 
and so on and so forth. That was primarily the purpose of the Bank- 
head-Jones Act. 
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Now, what they seek to do in the Aiken bill is to amend it to add 
to it most of the functions of title V. 

Mr. Ratns. But does it still keep that restriction that it must be an 
entity as a farm that the Bankhead-Jones Act now carries; or do you 
know ? 

Senator Sparkman. As I said a minute ago, it comes part way 
toward meeting the same condition of title V, but not all of the way. 
Some of them still would be denied the right to build. 

I asked Mr. McLeaish that question specifically. I used these two 
cases, for instances, and he said neither one of these would be eligible 
to borrow under that. 

Mr. Rarns. Senator, you can go on with your statement, but when 
you get through I have a good many questions I want to ask you. 

Senator SparKMAN. I am not going to read the rest of the statement 
because practically all of it is discussing the difference between title V 
and these amendments. 

Let me say this: I feel rather confident that the Senate committee 
will continue title V for a 5-year basis. I hope that when you get to 
considering legislation you will write it into the House bill, too. 

Mr. Rarns. I can assure you that we will do our best. 

Senator SparKMAN. By the way, let me say this: Just recently the 
Department of Agriculture has asked for a $5 million supplemental 
appropriation to reactivate title V, so apparently they have been 
prodded into taking some action. 

Mr. Rarns. Well, I remember, Senator, when I think it was Mr. 
McLeaish who appeared before the Banking and Currency Committee 
a year ago when we had the housing hearings on the House side, 
that the statements you make, I carried into considerable detail with 
him as to why the Administration had not asked for any appropria- 
tions. I referred to that speech, Mr. Jones, which you mentioned, 
and the answer I got back from the gentleman who was testifying, 
was that the Administration thought farm homes could be built better 
under the insurance system instead of under title V. 

Senator SpaRKMAN. Yes; they always fall back on that. 

Let me point this out: That requires a 10-percent equity. Now 
you know and I know that the small farmer ordinarily cannot meet 
that 10-percent equity. He can make his payments each year on a 
100-percent loan, but he is not in a position to put a 10-percent equity 
payment down in cash. 

Mr. Ratns. On title V, which is a direct loan, does the farmer have 
to put down any equity in the loan? 

Senator SparKMAN. Not at all. 

Mr. Rarns. And yet in spite of the fact that he doesn’t, he has the 
best payment record on his loans of any segment of the population ? 

Senator Sparkman. Of any part of the housing program. Four 
foreclosures in all of the United States. 

Mr. Jones. Senator, of any lending arrangements under the Federal 
Government ? 

Senator SparKMAN. Yes; I think we could say it has the best re- 
payment of any of the lending om agg of the Federal Government. 

Mr. Rarns. Is it in the Aiken bill, the amendments to the Bankhead- 
Jones bill. 

Senator SpARKMAN. Yes; I referred to it as the administration bill. 
It was introduced by Senator Aiken. 
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One of the sponsors of that was Senator Stennis, who has been 
greatly interested in housing. You might be interested to know that 
Senator Stennis appeared before our committee and testified volun- 
tarily in behalf of the bill I introduced there. He thinks it would be 
preferable. 

Mr. Rains. The bill you have introduced would seek to set aside 
the amounts of money which Congress has authorized over a period 
of years, and for which no appropriation has been requested, and 
would amount to how much? 

Senator Sparkman. About $450 million, but remember that is au- 
thorized to be expended over a period of 5 years. 

Mr. Rains. Now, Senator, the question I am going to ask you now 
I don’t want you to think that by these questions I have any idea in 
opposition at all to the direct loans. In fact, Iam very much for that 
title V, and think it ought to be made a permanent law, but I do know 
that it will never be possible as a practical matter in the Congress 
of the United States to get enough direct loans straight out of the 
Treasury to help the farmers build all the houses which they so 
desperately need. 

Therefore, I want to ask you a few questions on a different tack: 
As I understand the trouble with financing homes, and I am talking 
about farm homes now, is that the average mortgage broker or mort- 
gage banker, just won’t make the loan out on the farm because he can 
put all of the money he has on urban property; isn’t that correct ? 

Senator SparKMAN. That is largely true. That is one of the factors. 

Mr. Rains. And the local bank won’t lend it because the local banker 
doesn’t want his money tied up over any 20- or 25-year loan. 

Senator SparkMAN. Of course, Mr. Chairman, let me say I think 
the first factor is this: The average farm of the type I am talking 
about here probably already has a loan on it. 

Mr. Rains. You mean a production loan of some type? 

Senator SpaRKMAN. Yes. 

Mr. Rarns. Well, 1 have come to the feeling that if we are ever to 
get sufficient mortgage money on farms to build the homes which 
they need, we must enact some type of legislation which will make it 
advantageous and favorable to the people who lend money to put it in 
farm homes; so let me drop this thought: 

Would it be possible to write a law which would provide a system 
of debentures, we will say a 20-year loan? A banker could buy in 
5-year parcels over, we will say, a 20-year loan; set up a secondary 
market, so that if the banker doesn’t want to tie up his money for the 
second 5 years, or for 15, he could sell the mortgage to the Govern- 
ment. 

Is there any sense to that proposition ? 

Senator Sparkman. I don’t know, Mr. Chairman, how it would 
work out. I am not a fiscal expert. Certainly I believe strongly in 
these secondary credit arrangements. We have seen it work so well, 
for instance, in the whole farm credit system. You take, for instance, 
the crop-production quantities. You know how well that has worked, 
many of the farm credit arrangements have already paid out all of 
the Government money that was put in, and they belong actually now 
to the people. They are privately owned, and the same thing is true 
in our savings and loan associations, the Home Loan Bank Board was 
underwritten by the Government, and most of that has been paid out. 
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Mr. Rarns. I will go one step further: You will agree as strongly 
as we favor title V, and direct loans, that it will never get the housing 
problem on the farms completely solved ¢ 

Senator Sparkman. No; asa matter of fact, the attack has got to be 
on a broad front, and it has got to consist of several different things. 

Now, let me name just 2 or 3 others: It happens that all of these 
programs are small by their very nature. Now, we did provide the 
veterans’ direct-loan program for remote areas. That was written 
into the law in 1949. I am proud to say that I was the author of that, 
and I have always gotten a great kick out of the fact that the idea 
was made to me by a banker ‘who said that they just could not carry 
in their portfolios sufficient mortgages to take care of the needs in 
the locality of returning GI’s. He said “I think the Government 
ought to take care of them when they cannot get the credit.” As 
you know this program is restricted to remote areas where credit is 
not available, and that is true in most rural areas. 

Let me say one more thing: Then you will recall the Monroney 
amendment which allows the cutting off of a home site even though 
the farm is already under mortgage. 

Mr. Gampie. A part of the farm? 

Senator SpARKMAN. Yes. That is still in the law. Then there is 
this direct-loan program, and we need several more. 

Mr. Ratns. Senator, you are a great supporter of a a 
and so am I, but did you ever stop to think that for cooperatives 
these big buildings i in the cities, and I am for them, we give them a 
special assistance fund ¢ 

Senator SpaRKMAN. Sure, we do. 

Mr. Ratns. We write special legislation and it is financed through 
what we call Fannie May, Federal National Mortgage Association. 

Why can’t we write special-assistance legislation for the farmers 
of America the same as we can for the people in the cities where we 
can get the money as they do for cooperatives / 

Senator SparKMAN. Well, I would gladly join you if you can work 
out a program that will be feasible. 

Let me say this: I have never thought of this direct-loan program 
as being able to take care of the whole housing situation. It only 
reaches those that cannot be reached by any “other existing pro- 
gram. 

Mr. Rarns. Much as the direct loan does for GI’s ? 

Senator SparKMAN. Yes. They are both small programs, but they 
are two of the very best that we have in this country. 

Mr. Cuatrman. I want to, if I may, submit for the record a table, 
on the title V farm housing program over the years, both the loans 
that have been made and also the repayment record. I would like 
to submit that for the record. 

Mr. Ratrns. It may be included. 

Senator SparKMAN. Furthermore, I have a letter from Senator 
Clements of Kentucky who, as you know, is the assistant majority 
leader of the Senate, expressing his pleasure at our seeking to ex- 
tend this farm housing program. He is a member of the Senate 
committee. I would like to put that in the record, if I may. 

Mr. Rarns. You may. 

Any other questions, gentlemen ? 
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Senator Sparkman. One other thing, Mr. Chairman, our staff pre- 
ared for our hearings a table here showing a comparison between title 
, Bankhead-Jones Act, as they exist today, as they would exist under 
the amendments of the Aiken bill, and as they exist under title V. I 
think that would be helpful. I would like to include that. 
Mr. Rats. It may be included. 
(The material referred to is as follows:) 


[S. 3515, 84th Cong., 2d sess.] 


A BILL To amend the National Housing Act, as amended, to assist in the provision of 
housing for essential civilian employees of the Armed Forces 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title VIII of the National Housing Act, 
as amended, is amended by addnig at the end thereof a new section as follows: 

Sec. 809. (a) This section is designed to supplement the system of mortgage 
insurance under section 803 in order to provide mortgage insurance covering 
one to four family dwellings to be owned by private individuals and designed for 
occupancy by permanent civilian personnel of the Armed Forces. 

(b) The Commissioner is authorized to insure under this title any mortgage 
which meets the eligibility requirements of section 203 (b) of title II of this 
Act and which meets the additional requirements of this section. Payments due 
under, Or provided to be paid by, the terms of any insurance contract entered 
into under this section shall be made in accordance with section 204 (a), (b), 
(e), (f), (g), (hb), and (j): Provided, That references therein to section 203 
shall, for purposes of this section, be deemed to refer to section 809 and refer- 
ences to the Mutual Mortgage Insurance Fund therein shall be deemed to refer 
to the Armed Services Housing Mortgage Insurance Fund: And provided further, 
That section 803 (b) (1), (b) (8), (d), (g), and (h), and section 805 shall not 
apply to mortgages insured under this section. 

(c) The total number of dwelling units in property covered by mortgage 
insurance under this section shall not exceed the aggregate number of dwelling 
units which the Secretary of Defense shall certify to the Commissioner, for each 
military installation, as needed for the adequate housing of civilian personnel 
who are eligible to rent or purchase dwelling accommodations in property covered 
by mortgage insurance authorized by this section. Such certification shall be 
conclusive evidence to the Commissioner of the existence of the need for such 
housing. However, if the Commissioner does not concur in the housing needs 
as certified by the Secretary, the Commissioner may require the Secretary to 
guarantee the Armed Services Housing Mortgage Insurance Fund from loss with 
respect to such housing. There is hereby authorized to be appropriated such 
sums as may be necessary to provide for payment to meet losses arising from 
such guaranty. 

(d) The Secretary of Defense shall prescribe a notice of eligibility which will 
secure to the eligible mortgagor under this section a preference or priority of 
opportunity to purchase or rent the dwelling units constructed under this section. 
Such notice shall indicate that the holder thereof is a permanent civilian em- 
ployee of the designated military establishment. 
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Farm housing 





Title I of Bankhead-Jones, | 8. 3429 (Aiken), amends | Title V of Housing Act of 











| 
direct loans and insured | Bankhead-Jones, direct | 1949, direct. loans and 
loans | loans and insured loans grants 
| j 
| 
Eligible borrower -.-.| Owner-operator of family- | Includes owner-operator of | Owner-operator, or absen- 
sized farm. less than family-sized | tee owner for benefit 
Owner-operator receives a farm. of tenants, lessees, share- 
major portion of income | Receivesasubstantial por- croppers, or laborers. 
from farm. tion of income from | Farm must produce $400 
Applicant cannot get a 5 farm; farm income plus worth of agricultural 
percent loan in his com- outside income must commodities (1944 
munity. meet living and operat- prices) . 
ing expenses and mort- | Borrower may own farm 
gage debt payments. smaller or larger than 
Applicant cannot get a family-sized. 


loan at reasonable rates. | Applicant cannot get 
reasonable credit. 


Purpose of loan_..... Farm ownership loans: | Improvement loans would | Loans to construct, repair, 
purchase, enlargement, be available to all etc., dwellings and other 
and development of ef- eligible borrowers, not farm buildings on ade- 
ficient family-sized just to existing bor- quate and potentially 
farms. rowers under the farm adequate farms. 

Improvement loans avail- ownership program. Loans and grants for minor 
able only to existing bor- | Provides for loans to re- improvements to pro- 
rowers under farm finance existing  in- mote health and safety. 
ownership program. debtedness. 

Terms of loan_-_-.-- Direct loans: Direct loans: Up to 100 | Direct loans: Maximum 4 

Maximum 5 percent percent of earning capac- percent loans, up to 33 
loans, up to 40 years ity of family-sized farms; years. 
(current rate 4% 100 percent of market 
percent). value of less than family- 


Up to 100 percent of sized fams. 
long-term earning | Insured loans: 


capacity value as Increases 90 to 100 

improved ist or 2d percent. 

mortgage. Permits insurance of 
Insured loans: 2d mortgages. 


Maximum 4 percent 
plus 1 percent insur- 
ance charge up to 40 
years (current rate 
3% percent, plus 1 


percent). 
90 percent of earning 
capacity. 
lst mortgage only. 
Authorization. -_____ Direct loans: $50 million | Direct loans: $50 million a | Direct loans and grants: 
a year. year. $100 million a year; $2 
Insured loans: $100 million | Insured loans: million for contribu- 
a year. Increase to $125 mil- tions to payments of 
lion a year. interest and 50 per- 
$50 million a year for cent of principal dur- 
refinancing existing ing 5-year period. 
indebtedness. $10 million for develop- 


ment loans and 
grants to promote 
health and safety 
through minor im- 
provements. 




















UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
March 29, 1956. 
Hon. JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, Washington, D. C. 

Dear JOHN: Now that the administration has submitted its farm housing pro- 
posals to the Congress I feel that this is an appropriate time to pause and reflect 
upon the situation. 

It is apparent that the administration is again trying to kill the farm hous- 
ing provisions of the Housing Act of 1949, which you originally sponsored. Your 
sponsorship of the farm housing program, and your efforts in the past 2 years to 
have this administration use some of the funds authorized, are well known and 
appreciated, at least by your Democratic. colleagues. 

This year, a very confused Secretary of Agriculture, who simply does not 
know how to deal with the growing farm crisis, is again asking the Congress to 
abolish the farm housing program established under the 1949 act. He offers as a 
substitute an amendment to the Bankhead-Jones Farm Tenant Act. Of course, 
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we have supported Bankhead-Jones for years, and we would have no objection 
to liberalizing and bringing it up to date. But Bankhead-Jones was never in- 
tended to provide the farm housing that could be made available under the 
1949 act. 

Anyone who knows anything about farming, especially the plight of small 
farmers in areas where it is difficult to obtain reasonable credit, knows that both 
laws—Bankhead-Jones and the 1949 act—are needed. 

You undoubtedly noticed that the administration recently asked for a de- 
ficiency appropriation of $5 million to make loans under the 1949 act. Perhaps it 
realizes that this legislation could work after all. But this is such a small sum 
in view of the fact that more than $100 million was authorized that I cannot 
imagine what the Secretary’s farm housing policy is supposed to be, unless it is 
to play election year politics with a very grave situation. 

I hope you will continue your efforts to retain the farm housing provisions of 
the 1949 act for the benefit of the many millions of farmers who need them. 
Your bill that authorizes half a billion dollars for farm housing for a 5-year 
period is the least we should do to help our small family-size farms to obtain 
decent housing. Your bill, together with the provisions of the Bankhead-Jones 
Act, would constitute an excellent national farm housing policy. 

I want to congratulate you for your splendid efforts on behalf of our American 
farmers and for your efforts to goad this administration into some sort of 
realistic action in the field of farm housing. 

With kindest personal regards, I am 

Sincerely yours, 
EARLE C, CLEMENTS. 
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Mr. Wipnatt. Senator, I too want to compliment you on your testi- 
mony and also to commend you for the work you have done over a 
period of years in housing for the people of America. 

Senator Sparkman. Thank you. I certainly appreciate that. 

Mr. Wipnatt. There is one question I would like to ask you, though, 
about this farm program. 

I haven’t quite understood why when the authorization was there 
that Congress didn’t appropriate the money regardless of the recom- 
mendations. 

Senator Sparkman. Because the Department of Agriculture said— 
the first year they did appropriate it, and the Department of Agricul- 
ture failed to spend any part of it. 

The second year—I am going back over the last 3 years now—the 
second year the Department of Agriculture refused or failed to ask, 
or the Budget failed to send in an estimate, and the Department of 
Agriculture and the President actually recommended in his budget 
message that the program be discontinued. : 

Last year—and I will say that there was some excuse for Congress 
not appropriating the year before last because, as you recall, the hous- 
ing bill passed right at the end of the session of Congress. 

Mr. Rarns. We remember. 

Mr. GamBie. Or a couple minutes afterward. 

Senator SparkMan. Yes, and the Appropriations Committee sim- 
ply had no opportunity. 

This past year, as I said, I went before the Appropriations Com- 
mittee, and it passed the Senate. The appropriation was provided 
in the Senate. The House did not agree to it, and it was stricken out 
in the conference after the Department of Agriculture said that even 
if the funds were appropriated, they did not contemplate using them. 
However, they come in now and ask for a supplemental appropriation 
of $5 million to reactivate it. 

Mr. Wipnatt. In the year that the appropriation was made and not 
utilized, do you have any record of the number of applications? 

Senator SparKMAN. I do not. 

I will say this: I asked Mr. McLeaish the other day to give us a 
list of all of the operations, and I assume it will be supplied to our 
committee soon. 

Mr. Rarns. Well, when you get that list, would you mind sending 
it over to our committee so we can include it with your testimony ¢ 

Senator SparkmAn. Yes, I would be very glad to. 

{The data requested above is as follows :) 
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UNITED STATES DEPARTMENT OF AGRICULTURE, FARMERS’ HOME ADMINISTRATION 


Planned purposes for which farm housing loans were made, inception of program 
through June 30, 1954 (title V of the Housing Act of 1949) 














Fiscal year | Inception 
| of program 

; | | | through 

Source and purpose of funds 1950 | 1951 1952 | 1953 1954 > 

(1) | (2) | (3) | (4) (5) (6) 
| | (wee 
Source of funds: | | | | 

Loans. _.............-..../$17, 290, 474 |G24, 105, 294 |$20, 776, 854 |$19, 125, 221 \s16, 067, ms | $97, 304, 777 
Grants... 86, 426 | , 804 89, 670 57, 775 363, 675 

Furnished by borrower. 350, 802 | 1, 732, 269 | 1,427, 957 | 1, 017, 197 485, 049 | 5, 013, 274 





NE cae Gnagencheeeus 


17, 666, 702 | 25, 967, 367 | 22, 294, 481 | 20, , 200, 193 | 16, 552, 983 | 102, 681, 726 











=a 
ae 
Planned purposes: | | | | 
Dwellings (new and re- | | | | 


pair): 
Number.....-...-_-- | 3, 555 | 4, 609 | 3, 299 | 2, 730 1,990 | 16, 183 
Amount. ___. _..|$13, 993, 325 |$20, 022, 714 |$16, 190,486 $15, 318,386 [$12,322,950 | $77, 847, 861 
Other farm buildings } | 
(new and repair): } | 
2 3, 223 | 3, 893 2, 948 | 2,020 | 1,731 | 13, 815 
Amount. __-__________| $2,901, 542 | $4,675, 503 | $4,874, 866 | $3,933, 146 | $3, 695, 129 | $19, 980, 186 
Water systems: | } | } 
Dreier .—..-.-.._... | 1, 354 2, 009 1, 563 | 1, 329 | 957 | 7, 212 
Amount_- ------| $506,226 | $816,905 | $726,839 | $649,230 | $477,997 | $3,177, 197 
Land development: | | | 
Number of loans... .- 144 | 190 | 181 | 126 | 0 641 
Amount loaned_--_-.-- $182,169 | $356, 696 $426,885 | $336, 703 | 0 | $1, 302, 453 
Acres purchased ____-- 1, 418 4, 758 8, 148 | 3, 205 | 0 17, 529 
Fees: Amount___________- $83,440 | $05,549 | $75, 405 | $62, 728 | $56,907 | $374,029 














Total planned purposes.|$17, 666, 702 |$25, 967, 367 $22, 294, 481 $20, 200, 193 |$16, 552, 983 |$102, 681, 726 








Note.—The numbers and amounts of the ‘Planned purposes”? by years have been ary by pro- 
ration, to conform to cancellations of loans. 


Mr. Rains. Senator, I hope in your committee that you will explore 
the possibility, and I admit they are mere possibilities, of ways and 
means to get additional financing on the farms in addition to the 
direct loans. 

Senator SparKMAN. I agree with you, Mr. Chairman, and if some- 
thing could be worked out, I would be delighted to help put it through. 

Mr. Ratns. Any other questions ? 

Mr. Exxiorr. I have no questions, Mr. Chairman. 

Mr. Rains. Mr. Grant ? 

Mr. Grant. No questions. 

Mr. Ratns. Mr. Jones? 

Mr. Jones. One question. 

Senator, when we were preparing the bill to be introduced in the 
year 1949, you will recall that we tried to get some data and statistics 
on the situation as far as to give us a re: alistic picture of the situation 
of rural housing. At that time there were only three universities in 
the United States that had done any research work at all on rural 
housing; that is, the University of North Carolina, Cornell, and Wis- 
consin, and there was at Tuskegee some small project. We wrote into: 
the bill, section 506, the research section, and authorized a provision 
to be made whereby the land-grant colleges and universities could 
carry out studies and research on rural housing. 

Could you give the committee an account of the activities in that 
direction ? 

Senator SparkMAN. As far as I know, nothing has been done at 
all. Congressman Selden was telling me yesterday that he telephoned 
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down and asked the Department for some information under sec- 
tion 506. He was told that they didn’t have anything, and he ex- 
pressed surprise since they were directed to get it. The Department 
told him that 506 was a dormant section. 

Mr. Seven. They said that provision of the act had been dormant. 

Mr. Jones. Don’t you think it is high time for us to insist that 
research be undertaken ? 

Senator SparKMAN. I agree with you, and I see no reason why our 
land-grant colleges extension service could not very easily do that 
work if they were given the proper wherewithal to do it. 

Mr. Gamste. Didn’t the University of North Carolina some years 
ago make an extensive study ? 

Senator SparkMAN. Yes; Bob said there were just three universi- 
ties, and I think the University of North Carolina was one. 

Mr. Gampie. We had that before the Joint Committee on Housing. 

Senator SparKMAN. In 1946. 

Mr. Rarns. 1948. 

Senator SparKMAN. Yes; 1948. 

Mr. Jones. As a matter of fact, the first time we testified on behalf 
of title V of the Rural Housing Act was here in Alabama at which 
time you and Congressman Rains were presiding, and we had wit- 
nesses appear on the land-grant colleges. 

I recall Mr. Davis testified and agreed that provision should be 
in the bill. 

Senator SparKMAN. That is right, right here in Alabama. 

Mr. Chairman, I would like to take just a couple of minutes on 
another matter that is not within the scope of your hearing but it is 
something that I would like to invite the attention of the committee 
to, because we are going to run into this from time to time in different 
parts of the country. 

As you know, we are just 100 miles from the Army’s ballistic mis- 
sile location up at Huntsville, and we have a very acute housing 
situation there. 

By the way, there are 2 other bases in the United States at the 
present time, 1 of them is the naval ordnance test station at China 
Lake, Calif., and the other is Patrick Air Force Base at Cocoa, Fla., 
where a similar situation exists. 

There is a great need for housing at all three of them. 

Up in Huntsville these are the facts: There is a large unsatisfied 
demand for housing in the vicinity of Red Stone Arsenal. Builders 
in Huntsville have explained they could not get a sufficient number 
of FHA commitments to insure additional construction. 

Mr. Rarns. Why ? 

Senator SparKMAN. Because of the economic soundness test that 
has to be applied, and they cannot take into consideration the mili- 
tary development in measuring that economic soundness. 

Mr. Gameate. Is that on a kind of zoning, and sewerage, and water, 
and so forth ? 

Senator Sparkman. No, I think it is primarily because they regard 
the normal civilian growth of the community rather than the military 
growth. 

Mr. GAMBLE. Quick. 

Senator Sparkman. And the people coming in here are civilians 
that require housing. Therefore we can’t meet the need with military 
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housing, and at the same time the economic soundness test prohibits 
“4 from giving a sufficient number of commitments to take care 
of it. 

Mr. GamBLE. It would have to be private money, insured by FHA, 
wouldn’t it ? 

Senator Sparkman. That is right. 

Mr. Gamer. You can get the private money, can you? 

Senator SparkMAN. No, we are not able to get it. You mean ona 
conventional loan basis? 

Mr. Gampsiz. Yes. 

Senator SparKMAN. No, we cannot. There are about 1,500 addi- 
tional civilian employees to be brought in there, and they are high- 
salary level, engineers, technicians, scientists, that are being brought 
in. 

We learned that the military has on hand some 429 housing units. 
FHA has approved the construction of 270 units for the military under 
the new title VIII program. And there is a request for 400 more 
units that is now being processed. 

In addition to this existing and proposed inventory of housing units 
reserved for military use, there is right now a current need for 241 
units for civilian use. 

The Department of Defense estimates that by June 30, 1956, the 
need for civilian housing will have increased to 714 units. By June 
1957, 1,752 family units will be needed by the civilian workers. 

Under normal circumstances these needs could be met through 
FHA’s standard insurance program for single-family sales housing, 
but under the explanation I have given you, they cannot. 

Despite lengthy correspondence between the Department of Defense, 
the Housing and Home Finance Agency, and me, as chairman of the 
Senate Housing Subcommittee, and despite efforts of the military and 
the FHA to solve the problem, no acceptable solution was found. 
Moreover, the Department of Defense continues to reiterate its need 
for housing in Huntsville; FHA still maintains its position that 
Huntsville and Redstone created a “special risk” that could not be 
met without some guaranty given by the military. 

When it became apparent that no administrative solution could 
be found, I introduced, on March 23, a bill which would permit the 
FHA to insure single-family housing mortgages of essential civilian 
employees. The terms of these mortgages would be identical with 
mortgages under section 203, FHA’s regular insurance program, that 
is, the downpayment, the amount of the insured mortgage, the max- 
imum maturity, and the interest rate would be the same. 

The Secretary of Defense would be required to certify to the FHA 
Commissioner the number of additional units needed to house essential 
civilian personnel at a particular military base. It is expected that 
the determination of need as certified by the Secretary of Defense will 
be based upon an exhaustive survey of the housing market and the 
needs of additional civilian workers by the Secretary in consultation 
with the FHA. If the FHA Commissioner does not concur in the 
needs as certified by the Secretary of Defense, he may require the 
Secretary to guarantee the armed services housing mortgage insur- 
ance fund from loss with respect to such housing, This is the same 
procedure which is presently followed under the new title VIII of 
the National Housing Act. 
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I realize that this bill will probably not meet with 100 percent 
approval of either the FHA or the Department of Defense. I feel, 
however, that we have made every possible effort to reconcile the differ- 
ent views of these agencies within the time we have had to work. 
While my bill does not represent the position taken by either the FHA 
or the military, it is a compromise between the positions of those two 
agencies and, in my opinion, is the only workable solution suggested to 
date. 

In my opinion, it is imperative that something be done now to intro- 
duce into the legislation machinery the necessary ingredients to permit 
us to produce, within a reasonable period, housing units so vitally 
mask of at Huntsville, and at these other two bases. 

I may say Congressman Jones has introduced a companion bill in 
the House. 

There is no reason so far as I can see why FHA cannot issue about 
300 commitments now under its regular 203 program. This should 
take up the immediate slack. 

And, Mr. Chairman, let me say Mr. Carl Wiegand, director of FHA 
here in Alabama, has made tentative commitments for 370 units at 
Huntsville. 

I would like to read for the record the list of those to whom he has 
made commitments. All of these are at Huntsville: 50 to Mr. M. i. 
Lanier ; 50 to R. L. McCaleb; 20 to Daniel & Norred, home builders; 25 
to Ralph Ford; 50 to George Gesman ; 25 to James A. Lane; 50 to Carl 

A. Morring, Jr.; 50 to G. W. Jones & Sons; 25 to M. M. Hutchens; 25 
to W. T. Hutchens. 

While this 370 exceeds by 70 the 300 which the economic survey 
would permit, Mr. Mason, the Administrator of FHA, has assured 
me that he will honor all of these 370 commitments, just as fast as the 
applications are duly filed and processed. 

I see no reason why these commitments cannot start going through 
the mill at once, take up the slack and permit us time within which 
to enact the legislation so as to give us relief there by the time that 
the greater number is needed, and I say again that a similar situation 
prevails at Patrick Air Force Base and also at Chine Lake, Calif. 

Mr. Gamsie. Where are these people housed now that are there 

Senator SparKMAN. They are coming in. This expansion is just 
now taking place. 

Mr. Gampie. Have you got enough for those that are there now? 

Senator SparKMAN. I stated there are 241 I believe it is, 241 units 
that are needed right now, but if we can get this program going, we can 
pretty well take care of them over the year or 18 months duri ing which 
the expansion will take place. 

Mr. Ratns. The simple truth is if the houses are not provided, 
will mean a delay to the guided-missile program. 

Senator Sparkman. Yes; this is the—well, in my way of thinking, 
it is the most important part of our military program in the United 
States, and it has been set up as a crash program and certainly it will 
mean delay. 

Mr. Rarns. Is there any argument between FHA and the military ¢ 

Senator SparKMAN. Not as to need, only as to procedure. 

' Mr. pean Is there any question as to the permanency of the instal- 
ation 
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Senator SparKMAN. The military says it is permanent, but the FHA 
will not accept that assurance because they have been assured before. 

Mr. Rains. In this bill that you mention here you say that the Sec- 
retary of Defense shall certify. In title VIII he not only certifies but 
he guarantees to FHA. 

Do you have that in your bill ? 

Senator SparKMAN. We have the same provision here. He certifies 
the need and FHA makes a survey, and if the number exceeds eco- 
nomic soundness, he may require the Defense to guarantee, and that 
is the way it is now under title VIII, the new title VIII. 

Mr. Ratns. What are you doing about the bill; are you going to put 
it in your full housing bill or do you want it separate? 

Senator SpARKMAN. I am hoping to get it acted on as a separate bill, 
but if I am not successful in that when the omnibus bill comes out, 
I will try to tack it on. I hope to get it enacted more speedily than 
that. 

Mr. Rains. You pass it to us and we will get Congressman Jones 
up and see if we can get some action. 

Senator Sparkman. I will appreciate that. 

By the way, with reference to military housing, Mr. Chairman, you 
knew the first new title VIII project has just been closed at Abilene, 
Tex., on the 27th. Even before it was closed, our subecommitee made 
some study on it and we have put out a report. I think that would 
be helpful to you or to any of the others. 

Here is a conference we held in the nature of a hearing on the 
need of Redstone Arsenal, and to some extent on Patrick Air Force 
Base and China Lake. 

Mr. Rats. If you have copies of that, we would be glad to have 
them. 

Senator SparKMAN. Fine. I will leave them here. 

We also held one on FHA and VA fiscal status, and our housing 
report, Mr. Chairman, has all of the different phases of housing in 
it. I would like to leave a copy of that for the committee, too, just 
for the committee’s files. 

I may say we have got several copies here, if anybody in the au- 
dience would like a copy of any one of these, we would be glad to make 
them available. 

Mr. GamBie. Is your committee continuing its studies, Senator? 

Senator SpARKMAN. Yes, ours is a continuous commitee to make a 
continuous study of housing throughout the United States, all phases 
of it. 

By the way, Mr. Chairman, we have a hearing on the Abilene 
project, and I believe it would be helpful to your studies. I know you 
will run into it some as you go across the country. 

I would like to have permission to file with your committee, not 
today but within the next few days, a copy of that hearing, because 
there are some very interesting facts in it. 

Mr. Rarns. We will be very interested in having it. 

(The hearing referred to above has been filed with the subcom- 
mittee. ) 

Senator Sparkman. The FHA first made its estimate of the cost. 
The contractors all overbid that estimate, even though they had been 
given the estimate. FHA then almost immediately revised its esti- 
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mate upward so that the lowest bidder was able to come within the 
new estimate. 

After the financial arrangements were made, you would be inter- 
ested to know that the mortgage sold at a premium, at 102, and was 
bought in, by the way, by a foundation which apparently is using some 
of its trust funds. Of course, you know it carries 4 percent interest 
and is guaranteed by the Government, so it becomes a very good in- 
vestment. I think that it is a matter that probably we might want 
to study pretty carefully to see whether or not we have made it too 
good. 

Mr. Rarns. We wouldn’t want any windfalls to get in. 

Senator SparkMAN. That is just what I am thinking. I believe 
we figured out that the contractor in the Abilene base will actually 
have a profit of $245,000 as a result of this 2-percent premium. I 
don’t mean that in any critical sense. It may be perfectly all right. 

Mr. Rarys. I know. 

Senator SparKMAN. If he has to take a discount on one, I suppose 
it is all right to take a premium on the other, but it might be the basis 
for our examining some of the policies followed by “the FHA and 
military in giving ‘these contracts and also in this matter as to whether 
or not we should increase the unit cost of the projects for which the 
administration has asked. 

Mr. Rarns. Senator, we may want you to come over and talk to us 
on the House side about that very issue. I have introduced a housing 
bill in which I seek to increase it. I doubt if you agree with it. 

Senator SparKMAN. I know that. That is the one reason I threw 
that in. 

Mr. Rains. So we may want you to come over. 

Mr. Gampxe. How many units in this Abilene situation / 

Senator Sparkman. 944, I believe. 

Mr. Rarns. I want to thank you, Senator, for coming before our 
committee. We are highly honored, and the information you give 
us will be very valuable to us. 

We are going to look at some of this housing. We are going to 
Brookley Field, to Mobile, and over to Lake Charles, La., before we 
return to Washington, so we are going to look into some of that. 

Thank you for appearing. 

Senator SparkMAN. Thank you. 

Mr. Rains. Before we take the next witness, I have a telegram 
here from Senator Hill, a part of which I would like to read. 

He said the Senate is considering this afternoon three bills of which 
he is the author, and which were reported to the Senate by the Senate 
Committee on Labor, Health, and Education, of which he is the 
chairman. 

One of the bills is strongly supported by the American Dental 
Society, and by Dean Volker of the Alabama School of Dentistry and 
by dentists of Alabama. 

He goes into detail as to the three bills he is handling as chairman 
of the committee this afternoon, and he asks that I make known to 
those in attendance his deep regret that he could not be here with us 
and I include his statement for the record, so at this point in the record 
I would like to include the telegram from Senator Hill to me and his 
statement which he was to give could he have been here. 

68692—56—pt. 6—8 
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Mr. Gamesir. Do you want to put in the date of that telegram, Mr. 
Chairman ¢ 

Mr. Rarns. Yes; the date was the 29th. 

Mr. Gamsie. He uses the word “today,” and Congress isn’t in 
session. 

Mr. Rains. That is right. 

(The telegram and statement referred to follow :) 


WASHINGTON, D. C., March 29, 1955. 
Congressman ALBERT RAINS, 
Tutwiler Hotel, Birmingham, Ala. 

The Senate is considering this afternoon three bills of which I am author 
and which were reported to the Senate by the Senate Committee on Labor, 
Health, Education ,and Welfare, of which I am chairman. 

One bill, strongly supported by the American Dental Society, by Dean Joseph 
Volker of the Alabama School of Dentistry, and by the the dentists of Alabama, 
provides for adequate housing and funds for the research program and work 
of the National Institute of Dental Research. 

The second bill strongly urged by the American Association for the Blind and 
many State organizations, provides greater support for the education, training, 
and rehabilitation of the blind. 

The third bill is for a continuing survey and special studies of sickness 
in the United States to provide the latest information on the number and other 
relative characteristics of persons suffering from heart disease, cancer, mental 
illness, diabetes, arthritis, infantile paralysis. spinal meningitis, rheumatism, 
tuberculosis, influenza, syphilis, and other diseases, injuries, and handicapping 
conditions. The American Medical Association and other medical and health 
organizations support the purposes of the bill and strongly desire the informa- 
tion which it would provide. 

It is urgent that these bills be passed today that there may be time and op- 
portunity to secure the needed funds in the appropriation bill which is now 
awaiting action by the Senate Appropriations Subcommittee of which I am 
chairman. 

Much to my regret and disappointment this makes it impossible for me to 
be present to make my statement before your committee on tomorrow urging 
the extension of the rural housing title of the Housing Act and the appropriation 
of adequate funds for the program. 

I want you to know how deeply I appreciate your invitation to make the 
statement. I have sent you airmail, special delivery, copies of the statement. 

If you will advise those in attendance at the hearings of the circumstances 
which make it impossible for me to be with you and if you will place a copy 
of my statement in the record of the hearings, I shall be most grateful to you. 

Regards. 
LAsTeER HILL, 
United States Senator. 


STATEMENT OF UNITED STATES SENATOR LISTER HILL 
THE NEED FOR FARM HOUSING AND FARM BUILDINGS 


Mr. Chairman, I want to thank you for your invitation to appear before this 
subcommittee and express my thoughts on the rural housing situation. 

I want to commend this committee and its distinguished chairman, Congress- 
man Albert Rains of Alabama’s Fifth Congressional District, for their tireless 
efforts in searching out the facts of the Nation’s housing needs. I, along with all 
of you, earnestly hope that from these hearings held here in the industrial capital 
of the South, will emerge a solution to many of the housing problems Alabama, 
the South, and the Nation must overcome if we are to provide our people with 
the comfortable, healthful homes and farm buildings and improvements they so 
much need and are entitled to have. 

I also want to especially commend two other of my fellow members of Ala- 
bama’s congressional delegation for the outstanding job they have done in work- 
ing to provide our farm people with better homes and farm buildings. I refer 
to Congressman Bob Jones, of Alabama’s Eighth Congressional District, who 
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first introduced the farm housing bill which became title V of the Housing Act 
of 1949, and to Senator John Sparkman, who has served long and ably as chair- 
man of the Senate Banking and Currency Subcommittee on Housing. It is well 
known to the people of Alabama that our State’s entire delegation has worked 
as a team to bring better homes and farm improvements to the farms of Alabama. 

Mr. Chairman, there is an urgent need for financial assistance to farmers who 
have been unable to obtain credit for building and improving homes and farm 
buildings. Surveys of the Census Bureau and other agencies show that 1 out 
of every 5 farm families live in a house that needs to he replaced completely 
or to have major repairs. By contrast only about 1 out of 20 urban homes is in 
such condition. Furthermore, less than one-fourth of farm family homes come 
up to urban standards. 

Besides the undesirable social aspects of the farmers’ situation today, there 
are serious economic circumstances in which they find themselves. Inadequate 
farm buildings, equipment, fixtures, electrical and sewage facilities, and the like 
result in lower production, fewer sources of income, a lower standard of living, 
reduced purchasing power, and in many cases loss by the farmers of their farm- 
lands, all of which have a depressing effect on the Nation’s economy. The only 
way that many farmers can hope to improve their homes and farm buildings, 
diversify their farming and sources of income, and raise their income in view 
of the depressed situation of agriculture today is through adequate long-term, 
low-interest loans. 

I think it important that we review briefly just what the situation is with 
respect to the availability of long-term, low-interest rate loans for housing, home 
improvements and farm buildings under Federal programs. The existing pro- 
grams are those under the Bankhead-Jones Farm Tenant Act, the farm housing 
provisions of the Housing Act of 1949, the GI bill of rights, and the Federal 
Housing Administration. 

There are distinct differences between these programs. The Bankhead-Jones 
Farm Tenant Act provides both direct and insured loans. Only farmers who 
derive most of their income from farming operations are eligible. The interest 
rate today is 4%4 percent, having been increased from 4 percent by the Secretary 
of Agriculture. 

Title V, the farm housing title, of the Housing Act of 1949 provides for direct 
loans at the statutory interest rate of 4 percent. These direct loans are available 
to any farmer, small or large, without regard to the percentage of the farmer’s 
income that may be derived from farming. 

The GI bill of rights provides for home loans to farmer-veterans to the extent 
of $10,000 in the case of direct loans and $7,500 in the case of insured loans. 
Both types of loans carry an interest rate of 414 percent. Prior to last year 
there was no provision for direct housing loans to farmer-veterans, and insured 
loans to farmer-veterans were limited to $4,000. The amendment which I had 
the pleasure to coauthor last year made provision for direct loans to farmer- 
veterans up to $10,000 and increased the loan limit on insured loans to $7,500. 

Theoretically, farmers are eligible for farm home loans—not farm building 
loans—under the Federal Housing Administration’s program of guaranteed 
loans and, here again, the interest rate is 4144 percent. As a practical matter, 
only a very small percentage of Federal Housing Administration loans have been 
made to farmers, for two principal reasons. First, most of such loans are made 
by large financial concerns, which have found that lending is less attractive to 
them in rural areas than in towns and cities. Secondly, in rural areas loans are 
more difficult to service and most farmers are unable to make monthly installment 
payments as are people who earn wages and salaries and whose incomes are not 
subject to all the hazards and uncertainties of the incomes of our farmers. 

The Bankhead-Jones Farm Tenant Act and its subsequent amendments have 
been milestones of achievement in agriculture. It was my pleasure to work 
shoulder to shoulder in pressing for passage of this legislation with one of the 
great friends of all times of the American farmer, the late Senator John Bank 
head. He was among the first to recognize the necessity for Federal assistance 
in the field of farm improvement. He was the guiding genius of this legislation. 

The central purpose of the Bankhead-Jones Act, enacted in the wake of the 
great depression of the thirties, was to get farmers back on the farm and as the 
owners of the land. Our experience under the Bankhead-Jones Act has proved 
the wisdom of helping farmers to acquire decent homes and adequate farm 
buildings. 
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Yet, Mr. Chairman, the Bankhead-Jones Act, as fine as it is, does not reach 
thousands of family-size farmers who need credit perhaps more than anyone 
else. The small farmer has been hurt by rising production costs and falling 
farm prices, by the loss of foreign markets, by accumulating nationwide sur- 
pluses, by reduced acreage allotments, and by lack of credit to carry on his 
farming operations. In many instances the small farmer has been forced to leave 
his soil and go to the city to try to make a living for himself and his family. 
Many have been forced on relief where they must compromise their individual 
dignity, which has always been the proud hallmark of the American farmer. 
Many others, holding desperately to the soil they love, have been forced to sup- 
plement their bare subsistence by seeking part-time or full-time employment in 
mills and factories. Farmers in this latter group are automatically excluded 
from benefits under the Bankhead-Jones Act. 

The Bankhead-Jones Farm Tenant Act blazed the trail for passage of the 
rural housing title of the Housing Act of 1949 which I had the pleasure of 
cosponsoring. 

The purpose of this act was to keep farmers from leaving the farm by pro- 
viding them a source of credit comparable to that of our people in towns and 
cities, and to meet the needs of farmers not covered by the Bankhead-Jones 
Act. Title V provided for direct loans only. 

Experience under the Bankhead-Jones Act showed conclusively the greater 
need for direct loans than for insured loans. In every year since fiscal 1950, 
when title V became operative, direct loans under the Bankhead-Jones Act 
have far exceeded the number of insured loans, that is, until fiscal 1955 when 
there were no longer any funds available for direct loans under title V. In that 
year our farmers, as they had done in the past, used all the direct loan funds 
that were available under the Bankhead-Jones Act. Since there were no funds 
available under title V, farmers were forced back on the harder-to-get insured 
loans under the Bankhead-Jones Act. Even then, they could obtain less than a 
third of the amount of the insured loan authority provided by the act, prin- 
cipally because of the lack of capital for rural loans. It is apparent, then, 
that the real need is for direct loans. 

The rural housing program under the Housing Act of 1949 recognizes the situ- 
ation of the farmer today and is geared to meeting his needs. 

Appropriately, the first farm housing loan under title V in the entire United 
States was made to a Jackson County farmer in the district of Congressman 
sob Jones, who authored the farm-housing bill in the House of Representatives. 

From the beginning of the program in 1949 until 1954, when the adminisration 
began to cut funds for the program, $5,742,000 was loaned to 1,062 Alabama 
farmers. 

Alabama and Georgia ran about neck and neck in taking advantage of the pro- 
gram, and they were second only to Texas in the amount of loans secured. 

The record of repayment of these loans by Alabama farmers is among the 
highest in the Nation. Alabama farmers are 10 percent ahead of schedule 
in the repayment of their loans. For the Nation as a whole borrowers under 
the program are 6 percent ahead of schedule in the repayment of loans. 

The soundness of the provisions of title V are easily shown by the record. 
Of the some 19,000 loans during 1949-54, mostly in the South where needs are 
the greatest, there have been only 4 foreclosures. The credit record of the 
American farmer is unequaled by that of any other segment of the population. 

Yet in face of this record and in face of the fact that Congress by overwhelm- 
ing vote authorized $110 million a year in loan funds for the program, the 
administration requested not one single dollar in appropriations for the fiscal 
years 1955 and 1956. Nevertheless, the Senate last year voted an appropriation 
of $25 million. 

Now, as we approach the end of the 1956 fiscal year, the administration has 
come forward with a request for the program of $5 million, which is about 414 
percent of the amount authorized. This will make possible not more than 830 
loans. With over 3,000 counties in the United States, this is enough for only 
about 1 loan in every fourth county. 

Senator Sparkman and I are working in the Senate to extend title V for a full 
5 years, from its expiration date of June 1956 and to secure appropriations for 
the entire amount authorized by the act. Title V, if extended and implemented 
by adequate appropriations, will enable our farmers to have more comfortable, 
healthful homes, and more productive farms. It will help the farmer to diversify, 
to gain for himself more sources of farm income and to diminish his reliance on a 
single cash crop on which his acreage and price have been sharply reduced. 
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It will enable the small farmer to return to his soil, to repossess his dignity 
and take his place as an important and productive member in our economy. It 
will decrease the rolls of the unemployed. It will put many to work in con- 
structing and improving farm dwellings and buildings. It will utilize the 
products of our mines, mills, and factories and bring new profits to our business 
men and jobs for our people. In short, it will increase the wealth of the Nation. 

I have tried to show that there is an urgent nee<l for financial assistance to 
our farm families to enable them to have better homes and farm buildings ; that 
the existing programs, that is, those under the GI bill, Frets, and the Bankhead- 
Jones Act, as desirable and useful as they are, are inadequate tO meet the needs 
of our small family-sized farmers and that it is only by supplen*eoting the assist 
ance provided by these programs through a long-term extension of title V of the 
Housing Act of 1949 that we can reasonably expect to meet their ueeds. 

In addressing myself to our rural housing needs, as I have been in\ ted to do, 
I do not wish to detract one iota from the importance of our other housing 
programs that have meant so much to our people in towns and cities. I si tongly 
support these programs. But, even more acute, is the necessity for expand. 98 & 
program of Federal assistance to enable our farm folks, not only to have god 
homes, but also to have the kind of farm buildings they need to make their farms 
more efficient and farming operations more profitable. I conceive decent, com- 
fortable homes with adequate sewage disposal facilities, running water and 
modern baths and heating systems to be a significant step forward in enabling 
our farm families and all our people to live happy, healthy, and secure lives. 

We know that the American family is the bedrock of our civilization. Our 
family-size farms have through the decades been the wellsprings of the intellec- 
tual, the moral and the spiritual strength of our country. When we enable our 
farm families to live happy and secure lives we strengthen the ties of family 
life, we help te build the moral strength and character that is the very fiber of 
our Nation and we provide for the security of our country. 

Mr. Ratns. The next witness is Congressman Robert Jones. 

The reason I put Mr. Jones on at this time is he is the coauthor of 
the title V farm housing bill. 

I don’t think there is anybody here from Jackson County, Bob, but 
I would just like to say for the people of Alabama, that on our side 
the man who has done the most for farm housing is Bob Jones. He 
is not only the author of the bill, but he has pursued it diligently every 
time it has been up. 

Bob, we are delighted to have you. We appreciate your coming 
down, and you may proceed with your testimony in any manner you 
see fit. 


STATEMENT BY HON. ROBERT E. JONES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Jones. Thank you, Mr. Chairman. 

First, let me say I don’t believe a word you said, but I would have 
been terribly disappointed had you not said it. 

I am delighted to have an opportunity to appear before this com- 
inittee again on rural housing. 

The first time I testified before this committee was in the Federal 
Building in Birmingham in I believe June or July or maybe earlier 
of 1948. 

Mr. Ratns. That was the Joint Committee on Housing of the House 
and Senate, chairmanned by my good friend Ralph Gamble. 

Mr. Jones. Right. 

Alabama is an appropriate place to conduct a hearing on housing 
legislation. I do not know of another congressional delegation that 
works as diligently on housing legislation nor has as many experts 
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on the matter as the Alabama delegation. The names of Albert Rains, 
John Sparkman, and Lister Hill are synonymous with good housing 
programs; and in their leadership they have the close support and 
vigorous assistance of the entire delegation. 

There is another reason why Alabama is an appropriate setting 
for this hearing. Back in November 1949 the very first farm housing 
loan under title V of the Housing Act of 1949, of which I am proud 
to be the author, was made to a farm family up in Jackson County, 
Ala. 

Gentlemen, I would like to show you this, and the title of this pic- 
ture is not a minute too soon. This was the house occupied by the first 
borrower. 

Mr. Rains. You mean that is where he lived at the time? 

Mr. Jones. That is where he lived. 

Mr. Gampie. You do have slums in the country, then. That is 
terrible. 

Mr. Asutry. Who was living in that? 

Mr. Jones. A fellow by the name of Jones. 

Senator SpaRKMAN. Just returned from the service, a young GI. 

Mr. Jones. See how we Joneses live ? 

Here is the home that he was able to construct for the amount of 
$4,300. 

( Pictures being shown to subcommittee follow :) 
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Mr. Asutey. Do you have any idea what that would cost today, 
Bob? 

Mr. Jones. Well, the way he constructed it, it would probably be 
10 percent more. 

Mr. Rarns. How big a loan? Did he get the full amount, $4,300? 

Mr. Jones. $4,300. He is way ahead of schedule on his repay- 
ments. He has two children. 

That house has—by the way, the gentleman who made those photo- 
graphs is here at the present time. Mr. Brown was with us and made 
those photographs at the time we visited this home. 

Mr. Wipnati. What happened to the old house / 

Mr. Jones. They tore it down and used some of the material in the 
new home. 

Mr. Rarns. That is a very graphic illustration of before and after. 

Mr. Jones. Yes, sir. This represented the beginning of a Federal 
program under which some 19,000 American family-sized farms— 
and I want to emphasize, Mr. Chairman, family-sized farms—have 
been the recipients of these loans, have received $97 million in direct 
housing loans in a few short years. 

A total of 1,060 rural housing loans have been made in Alabama for 
a total of $5,743,716 or an average of $5,419 per loan. 

I wish to endorse the Rains bill (H. R. 10157), with particular 
reference to its extension of the title V rural housing program with in- 
creased authorizations of lending funds. This program must go for- 
ward since the need for improvement in rural housing is still pressing, 
particularly in Alabama and the Southeast where the slump in farm 
income is hitting an already-depressed farm area. 
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The Eisenhower administration has failed to carry out the rural 
honsing program. The program has been inoperative since June 30, 
1954. Congress has extended title V right along, but the administra- 
tion has not seen fit until recently to request any funds to carry out the 
intent of Congress. Only a few weeks ago, as a result of constant 
prodding from those of us interested in the program, and with its 
eve on the election calendar, did the Eisenhower administration re- 
quest any funds for the rural housing program. They have asked for 
$5 million, to be used in the remainder of this fiscal year. We are 
happy to give this to them, and the appropriations bill (second supple- 
mental) has passed the House and is now pending in the Senate. 

Mr. Gambier. That supplemental bill carried the appropriation that 
they wanted ¢ 

Mr. Jones. Yes. 

Mr. Gamsie. Thank you. 

Mr. Jones. It carries $5 million, and the second supplemental ap- 
propriation which we passed last week in the House. 

Under the rural housing program: 

Mr. Rartns. How many loans would that $5 million make? You 
said they had $5 million in Alabama and how many loans? 

Mr. Jones. 1,060 loans. 

Mr. Rarns. And $5 million ? 

Mr. Jones. It won’t go that far. It will make anywhere from 
seven to eight hundred loans, approximately. 

Mr. Ratns. You wouldn't call that a farm housing program with 
that small appropriation, would you? 

Mr. Jones. Well, it is a lot better than we have been accustomed to. 

Mr. Rats. It is 500 better, but for the whole Nation that is a mighty 
puny effort, don’t you think? 

Mr. Jones. I think so, and I hope in the agriculture appropriation 
bill that we consider that we insist 

Senator SrpaRKMAN. May I interject there, Mr. Chairman, that of 
course that is for this fiscal year, which only has to run until June 
30. You have to get your machinery going. 

Mr. Gams. It is a deficiency, really, is it not ¢ 

Mr. Jones. Yes, it is only for the remainder of this fiscal year. 

Mr. Gamsuie. We used to call them deficiencies. Now we call them 
supplementals. 

Mr. Jones. Well, we got to be so deficient we had to have about 10 
of them, so that is the reason we continued that. You know, deficiency 
can mean a lot of things. 

Mr. Gamp.e. I agree with you. 

Mr. Jones. Under the rural housing program, Federal assistance 
in the form of direct loans is given for the costruction and improve- 
ment of farm homes and other buildings. It provides a means com- 
parable to that available to urban dwellers for securing adequate, 
safe, and sanitary homes. Loans are made to farm owners lacking 
in decent, safe, or adequate buildings who are unable to finance such 
improvements through credits from other sources, and upon terms and 
conditions suitable for such purposes. Loans are amortized in 33 
years at 4 percent interest. 

In recent years the administration has made an effort, after first 
raising the interest rate, to meet farm housing needs through farm 
ownership loans and insured commitments under title I of the Bank- 
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head-Jones Farm Tenant Act. But there are many farm owners 
who cannot qualify for farm ownership loans, whose buildings are 
in need of repair and improvement and who are unable to secure credit 
from other sources. 

The need for the rural housing program is shown by the increase 
in loans and aplications made under the Bankhead-Jones Act, despite 
the fact that the Bankhead-Jones Act does not provide the full cover- 
age under title V. During fiscal 1955 there were 2,093 aplications 
from Alabama farmers for assistance under the Bankhead-Jones Act. 
Added to 986 applications on hand at the beginning of the year, this 
made a total of 3,079 applications for consideration during the year. 
Only 81 direct loans were made, along with 139 insured commitments. 

Plainly, many of the Alabama farmers who were turned down 
under terms of the Bankhead-Jones Act can qualify under the rural 
housing program. Now that the Eisenhower administration has seen 
the chickens come home to roost and is reviving the program in an 
election year, I am hopeful that many of the Alabama needs can and 
will be met quickly. 

In conclusion, just a word on the soundness of the loans made under 
this program. The records show that the great preponderance of 
the loans are sound. As of December 31, 1954, nationwide, the regu- 
lar payments as a percentage of the scheduled installments on the 
loans were 106 percent. The figure for Alabama is 110 percent. There 
have been very few foreclosures. 

Mr. Exntorr. 81 out of 3,000. 

Mr. Jones. Yes, and there were only 139 insured commitments. 

Let me say this: The insured provisions of the Bankhead-Jones Act 
had been outstanding prior to the enactment of title V of the Housing 
Act of 1949. Under title I of the Bankhead-Jones Act in 4 prior 
years they loaned less money than was loaned under the title V_ act 
in 90 days of the operation of the act, so this is ample proof and dem- 
onstration that title V never did satisfy the housing need for people 
who needed to secure this type of loan. 

Now, the success of this program is due in a large part because there 
is a debt-management program that is carried out by the borrower 
with participating Federal agencies to see that the operation on the 
farm improves to the point that his income will be increased, and to 
the extent that he is capable of reducing and taking care of the obli- 
gations made under the loan. For unless he complies with a sound, 
wise, and prudent farm program, he will not be able to secure this 
loan. Those conditions are the attestation of his works, and so for 
that reason it has been a splendid success which we find in the repay- 
ment schedule. 

Many of the Alabama farmers who were turned down under terms 
of the Bankhead-Jones Act can qualify under the rural housing pro- 
gram. Now, that the Eiesenhower administration has seen the 
chickens come home to roost and is reviving the program this year, 
I am hopeful that many of the Alabama farmers can participate by 
securing loans to improve living conditions on the farm. 

In conclusion, just a word on the soundness of the ioans made 
under this program. The records show that the great preponderance 
of the loans are sound. As of December 31, 1954, nationwide, the 
regular payments as a percentage of the scheduled installments on the 





, ) = 


38 INVESTIGATION OF HOUSING, 1955-56 


loans were 106 percent. The figure for Alabama is 110 percent. There 
have been very few foreclosures. 

I believe Senator Sparkman pointed out there had been only four 
foreclosures. 

Mr. Chairman, I know of few programs that serve a better purpose 
than the rural housing program. How much is this program worth 
to America? Better homes made better citizens. This is as true of 
farm families as it is of city dwellers. When standards of living are 
improved, it brings with it a brighter outlook on life, a desire to work 
harder, to be better citizens. 

Rural housing is an investment in a better rural America. 

Mr. Rains. That isa very fine statement, Mr. Jones. 

Let me make just one remark to sum up what you said. 

To those of us on this committee, and on the Senate Committee on 
Housing, we can’t help but be confronted with this statement; the 
biggest and worst slums in America are on farms. That is a statement 
as true as a statement can be. 

Mr. Jones. And not only that, Mr. Chairman, but you must re- 
member that one-half of the rural population, one-half of the people 
who reside on the farms reside on farms in 14 Southern States, having 
the lowest per capita income of any segment in our economy. 

Now, if we are going to improve that economy, if we are going to 
improve their standard of living, if we are going to bring about those 
social and economic reforms and improvements in their way of life, 
then we have got to see that the Federal Government is sympathetic 
to them and to give them the proper encouragement, the proper tools 
to work with and I am sure that they will continue to give a good 
accounting of their activities as they have under this bill. 

Mr. Gameir. Why couldn’t that be more publicized among the city 
dwellers? They don’t know what the facts are. I told the chairman 
last night and Senator Sparkman that some of the things we find out 
the average man doesn’t know anything about at all. 

Mr. Rains. It is true. 

Mr. Gamete. It is a pitiful thing, I think. 

Mr. Rains. That is true. 

Now, one other statement, Mr. Jones: 

The Federal Government—these are round figures—through its 
housing programs, which have meant so much to American home- 
owners—I am speaking of FHA, public housing, the whole outfit, the 
GI housing bill, and so forth—has commitments of guaranteed loans 
somewhere in the neighborhood of 60 millions of dollars. But there 
is no FHA loan commitment on any farm in America, and no GI 
loans except the direct ones in some of the remote areas under the 
Monroney amendment. 

So you would agree that the biggest gap we have in our housing 
program, is the failure of the Federal Government to properly im- 
plement, and recognize the plight of the farmer with reference to 
decent housing; isn’t that right / 

Mr. Jones. Yes, sir, I think you are entirely correct, because we 
are going to have to have the money to make the mare trot. 

Senator SparkMan. Mr. Chairman, may I suggest just one little 
question for the record ? 

The direct GI loan was not the Monroney amendment. Asa matter 
of fact, I was the author of that. The Monroney amendment applies 
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to all farmers whether GI’s or not, and it is not a direct loan, it is an 
FHA insured loan. 

Mr. Rains. You are right. 

Mr. Jones. Let me point out one thing that we discussed earlier 
when Senator Sparkman was testifying about the Aiken bill. 

As you recall, Mr. Chairman, we set up in the preamble of title V 
the qualification necessary for a farmer, his earning capacity, and 
the type of operation that he was carrying on. 

Now, the Aiken bill seeks to be a farm bill, yet it extends the loans 
to those that are not on the farm. It says the only qualification it 
puts on the borrower is the description “substantial.” Now, sub- 
stantial can mean anything. 

What we are endeavoring to do here, what the committee has sought 
at all times to make, is a farm program. If we are going in the twi- 
light zone, I don’t think it should be charged to a rural housing 
program because those programs can be carried on by any lending 
activities, for the great problem you have with insured loans is the 
fact that the farmer, after he gets the certificate, then goes down to 
that bank that you talked about not wanting to make that loan and 
he goes to about two of them and he is done with it. He throws his 
certificate in the ditch and that is the end of it. He is not going to 
shop around. 

Mr. Rarns. That is the guaranteed loan. 

Mr. Jones. And he doesn’t have a town like Birmingham. He may 
go to Limrock or to Scottsboro or to Huntsville, where there are not 
facilities available, insurance companies and those conventional types 
of lending agencies that will participate in that type of program. 
Then here is another thing it does: As long as this provision remains 
in the bill, it is going to have a great eflect upon the economy of 
the farm people because it is going to stand as a bulwark against 
those who want to increase the interest rate to the farm people, and 
if we have increased interest rate on loans to farmers, then we will 
ultimately break them, because our farm people are now borrowing 
on all of their operations. So it will have a warm effect, in my 
opinion, on the conventional type of lenders, to keep a restricted 
and a reasonable rate of interest in the money market for our small 
borrowers. 

Mr. Wipnati. Mr. Chairman. 

Mr. Rains. Mr. Widnall. 

Mr. Wipnaui. Congressman, I think you stated that there are 
around 3,000 applications under the Bankhead-Jones Act, and only 
130 or 160 had qualified for commitments. 

What are the principal reasons for denying those commitments / 

Mr. Jones. Well, the first is lack of money. 

Mr. GAmBLr. You said they couldn't meet the conditions. I wonder 
if you would give us some of the conditions they can’t meet, if you 
don’t mind my interrupting. 

Mr. Wipnati. That is what I have in mind. 

Mr. GamBie. On the next to the last page you said they couldn't 
meet the conditions. I wonder what they are. 

Mr. Jones. Well, for direct loans they didn’t have any money. 

Mr. GAampste. In other words, it is just one thing, the lack of money. 

Mr. Jones. And under the Bankhead-Jones Act you have such re- 
strictions that never were intended to carry out an operation as we 
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conceive under title V, so you recall, Mr. Gamble, when you were 
chairman of the committee we discussed at great length before you 
and the members of your committee at that time that we would not : 
be able to accomplish this type of program under the Bankhead-Jones 
Act. 

Mr. Wiwnay. Well, the lack of money was in the title V program. 

Mr. Jones. That is right. 

Mr. Wipnatu. But I understood your figures to apply to the Bank- 
head-Jones applications. 

Mr. Jonrs. 139 insured commitments under Bankhead-.Jones. 

Mr. Wipnati. But weren't there 3,000 applications under Bank- 
head-Jones / 

Mr. Jones. 3,079. 

Mr. Wipnauy. I don’t understand the reason for denying them 
under that program. 

Mr. Jones. I don’t know the various reasons. I haven’t examined 
them. 

Mr. Wipnax. I questioned why they wouldn’t qualify for them. 

Mr. Jones. We can qualify for them if we get the money. 

Senator SparkMANn. Under title V. 

Mr. Jones. Yes. 

Mr. Ratns. What Mr. Widnall is trying to find out, though, is 
what are the restrictions in the Bankhead-Jones Act which ‘keeps 
them from qualifying those who could qualify under title V, and 
can’t under Bankhead-Jones. 

Mr. Jones. The Bankhead-Jones Act was principally an instru- 
ment trying to create farm ownership. It was not only to improve 
existing standards on farms. 

Mr. Rarns. To buy farms. 

Mr. Jones. That is right. 

Mr. Ratys. One is a housing program and the other is a farm 
program. 

Mr. Jones. That is right. 

Mr. Rarns. And that explains the reason why one is before the 
Tfousing Committee and the other before Mr. Grant’s committee, the 
Agricultural Committee. One is a farm program and the other is 
a housing program. 

Any other questions ? 

Senator SparkMAN. Housing in the Bankhead-Jones Act is inci- 
dental to farm ownership. The primary purpose was farm owner- 
ship. 

Mr. Jones. That is right. 

Senator SparKMAN. Now, Bob, a while ago in your direct state- 
ment you pointed out under the Bankhead-Jones Act there had been 
these 139 insured commitments, and I believe you said 81 direct loans. 

Mr. Jones. Yes, 81 direct loans and 139 commitments. 

Senator SparKMAN. At the conclusion you said this shows that 
title V does not satisfy the requirements. 

I think you meant the Bankhead-Jones Act does not satisfy the 
requir ements ? 

Mr. Jones. Well, if I said that, it was an inadvertence. 

Senator SparKMAN. You mean Bankhead-Jones? 

Mr. Jones. It was title V. 
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Again, Mr. Chairman, let me thank you for this opportunity of 
appearing. ' . 

Mr. Rains. We appreciate your appearing before our committee, 
Bob, and we hope you will keep up the good work for farm housing. 
We will give you all of the assistance we can. 

The next witness is the Honorable George Grant, of Montgomery. 

George is one of the high-ranking members on the Agriculture 
Committee. 

We are glad to have you, George. You may come around and 
take the witness stand and proceed as you desire. 


STATEMENT OF HON. GEORGE GRANT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Grant. Mr. Chairman, members of the committee, and my col- 
leagues from Alabama, I might say it is, indeed, a privilege for the 
members of the Alabama delegation to have one of our own men, 
Chairman Albert Rains, and the members of the subcommittee here 
in the State of Alabama. We, of course, are deeply interested in this 
problem, which I think is evidenced by the fact that we have for 
vears had leaders in housing, both urban and rural. 

* Senator Sparkman has been interested in housing for many years 
and has always taken a lead. So has Mr. Rains, and so has our 
colleague, Bob Jones. 

I deeply appreciate the opportunity to appear before this committee 
to express my feelings and views on a subject which 1 submit should 
be given the utmost consideration in studying and evaluating the 
Nation’s housing problems. I have in mind that phase of construction 
activity which has not enjoyed, nor is enjoying, the boom. It is what 
has been called the ugly duckling of the housing field. Of course, 
I refer to farm housing. 

Since World War II, and particularly in the last half dozen years, 
we have viewed with wonder the tremendous housing construction 
boom. We have seen slum areas with disease, crime, and juvenile 
delinquency turned into spacious housing projects with playgrounds 
for the children and modern facilities for the parents. These have 
been years of unparalleled activity in the housing and construction 
industry. And we see no reason at this time to suspect that housing 
construction in the United States will not continue to maintain its 
rapid pace. I know that the housing industry is facing the future with 
firm confidence. 

gut in the context of the whole housing picture I fear that too 
little attention has been directed to the obvious needs of better housing 
in our rural areas. One might say that Government aid to farm 
housing has a history of over 30 years; that it began with the exten- 
sion housing program in the 1920's, followed with the Bankhead- 
Jones Farm Tenant Act of 1937, and finally culminated in the Housing 
Act of 1949. However, it has been said that the $280 million author- 
ized for farm housing loans and grants under the Housing Act of 
1949 represents the first financing program in the history of agricul- 
tural legislation specifically designed to improve rural housing. 

Gentlemen, this is the history of legislation in a field where we find 
over half of all farmhouses more than 35 years old, aproximately 20 
percent of all farmhouses classified as dilapidated, contrasted with 
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only about 6 percent of all urban houses. Looking at the total of 
southern farms, we find that not more than a third have inside running 
water, only ¢ about one-fifth have an inside toilet or bathing facilities, 
and not more than one-sixth have a telephone. In the case of the 
small-scale, low-income units in the South, about 1 home in 6 has inside 
running water, 1 in 10 has bathing facilities, and only 1 in 20 has an 
inside toilet. 

Furthermore, it might be said that less than 25 percent of farm hous- 
ing units meet urban standards, a situation which would mean that 
about 5 million farmhouses are substandard in terms of urban facili- 
ties. Even on the basis of farm standards, it is estimated that more 
than 3.5 million rural houses are substandard, at least 2 million of 
which contain serious deficiencies requiring replacement, and the re- 
maining 1.5 million being remedial. 

Some experts estimated after the passage of the Housing Act of 1949 
that as many as 122,500 farm families would receive housing loans 
during the period 1950-53. Time has shown, however, that these ex- 
pec tations were much too optimistic. According to statistics compiled 
for that period, under the act of 1949, 3,791 initial loans were made in 
the United States in 1950; 5,154 in 1951; 4,051 in 1952; and 3,274 in 
1953, a total of 16,280 loans from 1950 through 1953. 

I might add that 2,688 initial loans were made in the United States 
under this program in 1954. 

Other housing authorities concluded that the farm provisions of the 
1949 act, while affecting only about 8 percent of eligible farm opera- 
tors, would have demonstrational value; should raise the standards of 
what constitutes good housing in many areas; and should provide 
experience in administering such a program should it eventually 
be expanded. It was proposed by these spokesmen that the 1949 act 
would not solve the farm housing program but that it could be expected 
that rural standards of what comprises good housing may be expected 
torise. In fact, one of the authors of the act of 1949 has said that that 
legislation was just a “step in the right direction, not the road which 
will lead all farm families out of the wilderness of rural slums.” He 
submitted that persistent attempts should be made to improve the 
legislation, to broaden its base. 

I think that it is abundantly clear that the quality of housing is asso- 
ciated with the level of income. One expert has said that “The ulti- 
mate prevalence of good farm housing on a nationwide basis will 
depend upon adequate and stable farm income to pay for it.” Of 
course, the quality of farm housing must be considered in the light of 
farm income, but at the same time I propose that an efficient farmer on 
productive land can be expected to produce more foodstuffs and con- 
tribute more to the American society if he has more adequate housing. 
It seems clear to me that a considerable portion of the most serious 
aspects of poverty in farm areas cannot be attributed solely, and in 
some instances not even primarily, to low and declining farm income 
in general. I think we should give more credence to the fact that there 
are still many American families in these areas whose ability to help 
themselves is frustrated by a lack of those fundamental necessities of 
modern living which we identify with human progress. 

As a member of the Subcommittee on Family Farms of the House 
Agriculture Committee, which last year conducted open hearings 
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throughout the southeastern United States, I have found that one of 
the greatest needs of the small family farmer is an adequate farm 
with suitable equipment. Is it not realistic to include a farmer’s hous- 
ing as a part of his equipment? Can we rightly say that a farmer's 
fields are separate and apart from his housing in the final analysis? 

There certainly is no need for me to elaborate on the distressing 
situation of our farmers in this day of booming business. We are 
acquainted with figures that show that there are over 600,000 less 
farms in the United States now than there were in 1949, that the re- 
alized net income of farm operators from farming dropped from 
$13,673 million in 1949 to $10,770 million in 1955. I should think 
that all of us present here recognize the dilemma of the American 
farmer and the imperative need to provide him with a program by 
which he can vastly improve his economi status. In a word, we 
know that the farmers’ income must be bolstered, that he must begin 
toshare more equally in the Nation’s economic output. 

It is in this light, gentlemen, that I invite your forthright thought 
to a program of rural housing which will contribute constructively to 
the state of our family-size farms. I know of no panacea that will 
insure the farmer a more just and equitable standard of living. To my 
mind the problem demands individual and forthright attention to its 
many facets. But I do affirm that an imaginative and bold farm-hous- 
ing program would do much toward increasing the means by which 
the farmer could help himself. 

I am hopeful that this subcommittee will make a full assessment of 
existing programs as provided by the Bankhead-Jones Tenant Act 
of 1937 and the Housing Act of 1949. I would hope that the sub- 
committee would recommend legislation that would improve and ex- 
tend the present programs or provide new programs designed specif- 
ically to meet one of today’s most onerous farm problems. 

Gentlemen, seeing these pictures here presented by our colleague, 
Bob Jones, I am reminded of the old proverb which states that a single 
picture represents more than a thousand words. I think that is quite 
true. 

A few moments ago, Chairman Rains stated that the worst slums 
are in the country; I think that is absolutely true. However, I think 
due to the fact that a farm is a unit within itself, that a person going 
through the countryside and seeing a dilapidated farm does not get 
the same picture, the same scene, he does when he goes into the slum 
area of the city where he sees block after block of homes in deplor- 
able condition. There he gets an eyesore that he probably does not 
perceive in the country where he sees only one at a time. 

Since this statement was written, I have received a copy of a bill 
which was introduced by Chairman Rains on March 26. I note, how- 
ever, that in this measure you amply take care of farm housing, | 
think, under title VI, and I certainly want to congratulate you on this 
bill and the study that the subcommittee is doing. 

Mr. Rains. We appreciate your statement. It is a very fine state- 
ment. 

T_ was thinking of something which ties into what Ralph Gamble 
said a moment ago. There should be some way to dramatize, as is 
dramatized in the cities of America, the slums on the farms. Ralph 
stated a truth when he said that people in the cities see the rolling 
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countryside, and they maybe don’t observe that tumbledown shack in 
which a great many American farmers are compelled to live. It would 
be good if there were some way by nationwide publicity we could 
dramatize the farm-housing problems as well as we have the city 
slums. 

Mr. Grant. I quite agree with you, sir, and I think the pictures 
Congressman Jones has brings that out. 

Mr. Gamare. You ought to have more of it. It is an educational 
program. There isn’t any question as to that in my mind. 

Mr. Huppieston. Mr. Chairman, I want to congratulate Congress- 
man Grant on the fine picture he has presented of housing here, and 
although he has cast roses at Senator Sparkman, Congressman Rains, 
und Congressman Jones, that he also has played an important role in 
the housing program. He is to be commended for his long years in 
Congress in supporting the housing program. Also, with regard to 
the chairman’s statement concerning the fact that the people of the 
cities are not aware of the distressing condition of our farms and our 
farm housing, I would like to make the comment that we here in Bir- 
mingham are quite aware of it, not only because of the fact that we 
are surrounded by rural areas and come in contact with it at all times, 
but also the fact that here in our own country, in my congressional 
district, we have a tremendous farm population. 

Most people are inclined to look on Jefferson County as a great in- 
dustrial center, which it is, and to overlook the fact that we also have 
au very substantial agricultural population here, and agricultural 
activities, 

By the Bureau of the Census definition of the term “farmer” in 
1950, a fact was revealed which was little known by most people, and 
that is that here in Jefferson County we have more farmers than any 
county in Alabama except two, Marshall County, in Congressman 
Rains’ district, and Callman County, in Congressman Elliott’s district, 
but this county ranks third. 

Also, another fact should be mentioned, that practically everybody 
in Jefferson County was raised on a farm. The people in Jefferson 
County are from farms themselves, and they are certainly well ac- 
quainted with the situation of our farm housing. Of course, it is not 
my turn to testify here at this time, but I do—before we change from 
this subject of farm housing, I want to say Congressman Rains has 
my complete cooperation in the farm-housing bill, and I certainly hope 
in this session of Congress we will be able to work out a satisfactory 
farm-housing program. , 

Mr. Grant. I might say, Mr. Chairman, I am certainly glad for our 
colleague to take that time, because he certainly has added materially 
to the testimony. f 

I recall last fall when the Subcommittee on Family-Sized Farms 
met at Troy, Ala., where we had several witnesses from Jefferson 
County. Ithink Congressman Jones stated at that time that the whole 
Alabama delegation was deeply interested in this problem regardless 
of where we lived. : 

Mr. Lunceford, of the Farmers’ Home Administration, has just 
handed me a book which certainly focuses the progress that is being 
made in some of the slums in the rural sections in Macon County. 


I would like to pass this to the committee so you would have the 
opportunity to look it over. 
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Mr. Rains. We can’t put it in the record, but we will be glad to look 
at it. 

Mr. Wipnatu. Congressman, I don’t know whether you would have 
the figures on this or not, but what is the relationship of the acreage 
in cultivation as to the acreage in cultivation in 1949% You speak 
about 600,000 less farms. 

Mr. Grant. Well, the history is that the small farmers, because of 
reduced acreage allotments, are necessarily having to quit farming 
and go into the city. The acreage that they had previously farmed 
is either lying out or is being converted into lighter farms, being 
bought by larger farm owners. 

Mr. Gams.e. That is the figure for the Nation ? 

Mr. Grant. Yes. 

Mr. Wipnau. In the overall picture the acreage is pretty much 
the same under cultivation, isn’t it? 

Mr. Grant. I think the acreage is probably less. There are more 
crops going to pastures, but at the same time many farmers are leaving 
the farms because they can’t make a go of it. 

Senator SparkMAN. I would suggest that Mr. Davis is going to 
testify tomorrow and he can comment on that. 

| would like to add this, if I may: Of course, most of that pasture 
is planted and therefore would be counted as cultivated acreage, 
just the same, so I would think there would be very little change. 

Mr. Wrnpa.t. I can’t help but feel that we are passing into an in- 
dustrial revolution on the farm at the present time, and that is one 
of the reasons for the aches and pains that are taking place. 

Mr. Grant. That is quite true. Of course mechanized equipment 
is causing that. It is driving the high cost producer away from the 
farm. 

Mr. Rarns. Thank you very much for an interesting statement. 
We appreciate your appearing. 

Gentlemen, we are going to take a recess now. We are running 
behind schedule, but we are still going to wind up all of this list of 
witnesses today. 

The committee will be in recess until 2 o'clock. 

(Whereupon, at 12:20 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Ratns. The committee will please come to order. 

I am beginning to get worried about all of the witnesses that we 
have set for today. I may have to consider asking one or two of the 
witnesses to testify tomorrow, because the hearing is supposed to 
end at 2 o’clock, and it looks like we have a heavier schedule today. 

Mr. GAMBLE. Maybe some of them would like to submit their testi- 
mony after reading part of it. 

Mr. Rains. We will try to give everybody a good chance. 

The first witness we will call is Congressman Car] Elliott. 

We are delighted to have you, Congressman Elliott, and you may 
proceed in any manner you desire. 

68692—56—pt. 6——4 
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STATEMENT OF HON. CARL ELLIOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE SEVENTH DISTRICT OF ALABAMA 


Mr. Exvuiorr, Thank you, Mr. Chairman. 

I think in line with the suggestion you have made, I will try to 
summarize my statement in order to conserve time, but with the un- 
derstanding, Mr. Chairman, that I can revise and place the statement 
which I have prepared in the record. 

Mr. Rarns. You certainly have that privilege. You may handle 
it in any way you desire. 

Mr. Exuiorr. First, I want to speak my appreciation for this com- 
mittee coming to Alabama to study all our housing conditions and 
problems. 

I have a very deep interest in housing; and I would like to say to 
the members of the subcommittee that I represent a district that bor- 
ders on Jefferson County here. It lies immediately to the north of 
us, and I wish it were possible that you could take a little trip up into 
that district and see some of the housing conditions that I am going 
to discuss as I go along. 

Somebody made the point this morning that Alabama has always 
been interested in building a better housing program, and I think 
that gives me a good chance to recall that it was an Alabamian, the 
former © ongressman Steagall, who pioneered the legislation in this 
field, 

One of my predecessors in the Congress, Hon. William B. Bankhead, 
was Speaker of the United States House of Representatives at the time 
the original Housing Act passed. 

Another citizen of my hometown at that time was a man named 
John Bankhead, John Bankhead, Jr., who was one of the coauthors 
of the Bankhead-Jones Farm Tenant Act that has such great possi- 
bilities in the field of farm-home ownership. 

We in Alabama take considerable pride in the fact that—maybe 
we stretch it a bit—but in the fact that when the Housing Act of 
1949 was passed, its public housing provisions passed by only a very 
few votes, 3 or 4; and we say oftentimes that the votes cast for that bill 
by the members of Congress from Alabama who voted for it are re- 
sponsible for the public housing program which has meant so much 
to the entire Nation. 

I would like to say right here, Mr. Chairman, that I have enjoyed 
what has been said about the Jones-Sparkman amendment to the 
Housing Act of 1949, which provided for rural housing, and I really 
am looking forward to the reinstitution of that program for a better 
system of farm home loans under the $5 million that the United States 
House of Representatives recently appropriated to get that program 
underway. 

I have pride in the fact that the second housing loan under that 
rural housing program of 1949 was made in the Seventh Congressional] 
District of Alabama, at Russellville, Ala., and there are some people 
here today who were present at the time we had a ceremony celebrating 
the institution of that program in the Seventh Congressional Distr ict. 

Now, Congressman San I want to say that I feel Alabama is in- 
deed fortunate to have you as chairman of the Subcommittee on 
Housing of the United States House of Representatives. I have seen 
the beautiful and effective fights you have waged each year in the Con- 
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gress for better housing. You are entitled, I think, to a lion’s share 
of the credit for the reinstitution of the public housing program with 
45,000 units for this fiscal year. Your service in the field of housing 
is in the tradition of Henry B. Steagall, William B. Bankhead, and 
John Bankhead, the gentlemen who pioneered this field, as I men- 
tioned. If these gentlemen were here today, I feel certain that they 
would say that the housing proposals which you presently sponsor and 
espouse before the Congress and the House would represent the fru- 
ition of their dreams. 

Now, I want to talk a little bit about the Seventh Congressional 
District of Alabama, which I have the honor and privilege to represent 
in the Congress. 

According to the 1950 census, the Seventh Congressional District 
of Alabama had about 34,500 farms, the largest number of farms to 
be found in any congressional district in the State of Alabama, and I 
was impressed by what Senator Sparkman and others said today that 
actually you don’t know the slum conditions in the rural areas, because, 
Mr. Gamble, they are so isolated. 

You see one slum house here and then you have a broad expanse of 
land before you see others, but I could not help but remember that 
among the thousands of farmers that I have the privilege to represent, 
in 1950 there were 10,000 farm farm dwellings that were dilapidated, 
unsuitable, and even unsafe for human habitation. 

I think this condition is fairly typical of all of the rural South, I 
hope that you gentlemen as you write the Housing Act for this year 
will make absolutely certain insofar as it is possible to be certain about 
matters of legislation that new emphasis is placed on a program of 
housing for rural America. 

Now, Mr. Chairman, I would rae BAY er a bit here for the program 
of public housing i inruralareas. I do that because I recall that it was 
argued so forcefully, so ithonedy in the 81st Congress when the Hous- 
ing Act of 1949 was passed, that public housing would not fit or could 

not be made to fit conditions as they exist in the rural areas of this 
country. 

Another reason I would like to be able to carry you gentlemen up 
into the Seventh Congressional District of Alabama would be to show 
you the 22 public housing projects built under the Housing Act of 
1949, and its amendments. They were constructed in very small 
towns, none of which exceed in population my home town of Jasper. 
Ala., which had 8,500 people when the census of 1950 was taken. 

I would like to say at this point that I think the Seventh Congres 
sional District of Alabama has exhibited the usefulness of the public 
housing program to the small towns in greater degree than any other 
area of the country that [ know of. Our people are still interested 
in the program. 

In January this year, I had the privilege of spending 2 days in 
Berry, Ala. Now, Berry is a little town of about 750 people in Fay- 
ette County, Ala. In January we worked up a plea showing the 
need of that community for a public housing program. I have been 
happy to learn in just the past few days that there has been approved 
for that town a small project of 18 units. Since I have been at this 
hearing, I have had a call from the president of the chamber of 
commerce of another of our towns that * as always said that it didn’t 
desire a public housing project, saying that some of his people wanted 
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to confer with me tomorrow afternoon at my home about the details 
of formulating a plan and a program to eventuate in a public housing 
project for the town. 

Now, I am not boasting about the number of units of public housing 
we have in our district. We have a large number of projects, but 
actually there are only about a thousand units of the housing in the 
district altogether. All completed units are occupied and have been 
practically since the program was started. All of the projects seem 
to be successfully operated. At least, I have heard nothing to the 
contrary. 

At this point I would like to say to you, Mr. Chairman, that I am 
in full accord with your bill recently introduced which seeks to pro- 
vide 55,000 units of public housing for the period of the next few 
years. I want to commend and congratulate you on the idea that you 
have written into that bill of providing a certain number of units 
to be filled by aged people, aged married people, and aged single 
people, and I certainly am in great and entire accord with the idea 
that you have written in wherein you provide $250 million for loans 
to nonprofit corporations for the construction of housing for older 
people. 

Just a few days ago I had a letter from a gentleman in Haleyville, 
Ala., saying that he wished it were possible under the housing laws 
that there could be constructed in his area a housing project to be 
occupied by people who were pensioned because of age and disability, 
people who had retired and setting forth the reasons why he thought 
that should be incorporated into the housing bill, and your proposal 
is along the line of that suggestion. 

Now, I want to speak briefly, Mr. Chairman, about the GI housing 
program for veterans in rural areas. When I first campaigned for 
Congress in 1946 there were whole counties, several of them, as a 
matter of fact, of the Seventh Congressional District, that had never 
had a single GI loan made in them. It was my privilege in the 
early years to sponsor a bill which passed the House of Representa- 
tives providing a system of direct loans for veterans in rural areas 
where adequate financing was not available in private channels. That 
program has brought. to the Seventh Congressional District of Ala- 
bama the great bulk of the GI loans that have been made there. 

But I would like to say, to you, Mr. Chairman, that I am very much 
disturbed about the reports that I am hearing these days about the 
GI loan program. People tell me that the lenders are dipping off of 
the top of those loans what they call brokerage fees and discount 
charges ranging up to 5 percent. 

Mr. Rats. Much higher than that, not only off GI’s, but FHA as 
well, all over the country. 

Mr. Exnsorr. I think, Mr. Chairman, in the housing legislation 
now before you, you ought to give every possible attention to trying 
to write into law something that will prevent that. 

Now, when you lend the veteran $10,000 you call it, and you only 
give him $9,500 of it, you don’t lend him $10,000, and you ought not 
to be allowed to charge for $10,000 on that. basis. 

As a matter of fact, I have been astounded at the way interest rates 
have gone up over the period of the past 2 or 3 years. Not only inter- 
est rates, but every other kind of charge connected with a housing 
loan. It is unfair to the veteran. It is unfair to the farmer. It is 
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unfair to everybody concerned that we suddenly start all of these 
discount practices, and all of this dipping off of the top, and all of 
these brokerage fees, and all of this business that has the effect of 
running the rate of interest probably up to 10 percent in lots of these 
cases. No veteran in America ought to be forced to pay more than 
4 percent on his home mortgage. 

Now, if we are going to make 10-percent loans, let us call them 
10-percent loans, and not 41% or 5. 

Mr. Chairman, I realize the time allotted to me is about to close, 
and I am trying to live within it, but I want to say a few words about 
the slum-clearance and urban-renewal program. 

I think that Mayor Morgan, of Birmingham, made some fine points 
this morning. The program is a little bulky and burdensome at the 
present time, and especially is that true in the small towns. 

Now, I have 2 or 3 towns, or there are 2 or 3 towns in the Seventh 
Congressional District that have a program like that, and it is moving 
entirely too slow, and the folks trying to work with it tell me it is so 
encumbered by redtape of one kind or another that it takes them 
months or years, even, to find out just what the program is about. 

Mr. Chairman, the Housing Act of 1949 spoke of the- 
realization as soon as feasible of the goal of a decent home and a suitable living 
environment for every American family. 

That goal is nearer now than it was in 1949, and for that the members 
of this subcommittee, and particularly the chairman, deserve the 
thanks of all of us. 

With the experience of 6 years behind us now we can press with con- 
fidence toward the goal of a decent home with a suitable living environ- 
ment for every American family. Our endeavor in this behalf will 
contribute to the advancement of the growth, wealth, and security of 
the Nation. 

Thank you. 

Mr. Rats. Carl, that wasa very fine statement. Naturally I appre- 
ciate the overly generous remarks you had in it about me. I don’t want 
to take a lot of time, but there is one thing there that impressed me 
much, and that had to do with discounts. 

This subcommittee has given a lot of time and attention to the sub- 
ject of discounts, and there is no easy and sure way of solving the 
problem except to get a greater availability of mortgage money. In 
the bill you mentioned, which I introduced the other day, and, in fact, 
in the committee in which you used to serve, the Veterans’ Affairs Com- 
mittee, they reported out favorably my bill to earmark a percentage 
of the servicemen’s insurance fund, which is a trust fund with approxi- 
mately $6 billion in it, and for it to be used only in those areas for GI 
loans, which we know as high-discount areas. 

Of course Alabama would be one of them, and a great many of the 
Southern States. Somehow or other we have to interest the pension- 
fund trustees and directors in investing their funds in financing of 
homes in America. 

If we can do that, and can get more mortgage credit, and especially 
better distribution of mortgage credit, the goal which you talk about, 
I think, can be well achieved. I don’t know whether you would favor 
that provision of using part of the servicemen’s funds for direct mort- 
gages or not, but think of this: 
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Presently most of it is invested in governments. You would get a 
hank, pt wom guaranteed loan in the trust fund, which is as good as the 
bond they have now. So I see in it a chance to get more mortgage 
money available in those high-discount areas. 

Mr. Exxiorr. I do, too, Mr. Chairman, and I certainly endorse that 
idea of making more money available. 

Mr. Ratns. Any questions, gentlemen ? 

Carl, we could ask you a lot, and would enjoy talking with you, but 
thank you very much for a fine presentation. 

Mr. Exxiorr. Thank you. 

Mr. Rarns. The next witness is our esteemed friend from the Fourth 
District, Congressman Kenneth Roberts. 

Come around. You may proceed in any manner you see fit with 
your statement. 


STATEMENT OF HON. KENNETH A. ROBERTS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. Rozerts. Mr. Chairman and members of the committee, my 
colleagues, we in Alabama, and I am sure I speak for all of our 
people when I say that we feel honored today that this Housing 
Subcommittee is in our State, and it is a real privilege and an honor 
to be invited here to appear before this subcommittee. 

I would like to join in what all of my colleagues have had to say in 
tribute to our fellow Alabamian, Congressman Rains, for his leader- 
ship in this very important field. I do not know of anyone who has 
done more in the House for our people in this field of housing, veterans, 
farm families, people generally, who are in need of low-rent public 
housing, and all other types. 

(There were statements off the record.) 

Mr. Roperts. It is a privilege to appear before this Housing Sub- 
committee of the Banking and Currency Committee of the House 
of Representatives today, of which our own very capable and out- 
standing fellow Alabamian, Congressman Rains, is chairman. 

As we approach the 20th anniversary of the birth of low-rent 
public housing—the United States Housing Act of 1937—fathered by 
the late Senator Robert Wagner, of New York, and by Alabamia’s- 
illustrious Representative Henry Steagall, it is only fitting today to 
find an Alabama Congressman again the chairman of housing for all 
the people. 

It is not so long ago but what I can recall the sound of President 
Roosevelt’s resonant voice as he said “I see one-third of a nation 
ill-housed, ill-clad, ill-nourished.” And though we have traveled a 
long way in housing our Nation since the dark, oppressive days of 
the depression, it would be callous disregard of present housing needs 
were we to think the task completed. We still face a housing shortage 
and this shortage may become a crisis if we do not begin to plan, 
act, and build now. Part of the demand for housing is resulting 
from our constantly increasing population. We also suffer from a 
need for more housing for low-income families, more housing for 
middle-income families, and more housing for elderly people. Al- 
though we are constructing houses at a high rate, most of them are 
being built for higher-income families while more and more houses are 
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sinking into the substandard class inhabited by persons unable to 
purchase new high-priced homes. 

The Government should act to encourage the construction of new 
housing for the middle-income group and for elderly persons. The 
Government should step up its public housing, still desperately needed 
by many of our citizens. The Government should act to liberalize the 
secondary mortgage market ; to improve its rural housing program, to 
step up the slum-clearance and urban-renewal programs, and to lib- 
eralize the home repair loan provision of FHA title I. The Govern- 
ment should act to help the farmer with his housing needs. It is 
upon these topics which I wish to speak briefly. 

There is a critical nationwide need for public housing. The 1950 
census showed there were 15 million substandard dwellings in use. 
Only an adequate public-housing program, coupled along with a less- 
restricted slum-clearance and urban-renewal program, can ae elim- 
inate this situation. If we do not act, we must resign ourselves to 
seeing many of tomorrow’s citizens reared in urban jungles and un- 
healthy, vice-ridden alleys. Available statistics prove that public 
housing more than pays its way. <A survey of 317 families in Colum- 
bus, Ohio, showed that private slums paying full taxes actually yielded 
less revenue than tax-exempt public housing paying the municipality 
10 percent of its net rentals. And it should not be forgotten that the 
indirect costs of slums are a heavy drain on city treasuries, com- 
munity chests, and on community well-being. Slums breed crime, 
delinquency, disease, fire, and social 1nrest, heavy debts for any com- 
munity to bear. 

The existence of 15 million substandard dwellings is, in my opinion, 
prima facie evidence that this problem cannot and will not be met by 
private enterprise. I do not feel that public housing is in competition 
with decent private housing. Families eligible for public housing are 
in the lowest income group, well below those for whom private enter- 
prise provides decent dwellings. 

Within my own Fourth Congressional District we now have over 
1,600 public-housing units. There are also four cities in my district 
which are desirous of having public housing. It is my understanding 
that there are already pending at the national housing agency appli- 
cations for 35,000 units. It is therefore evident that Congress will 
have to approve more units than the small sum requested in the ad- 
ministration’s housing bill, and also that Congress will have to follow 
through and see that what Congress approves becomes a reality and 
cloes not wither away, if we want results. 

I am aware that the chairman of this subcommittee has introduced 
legislation which would provide for 50,000 public-housing units an- 
nually for 3 years. At this time I would like to state my approval of 
this low-rent housing provision and also of the provisions for slum 
clearance and urban renewal. It is only through the use of both 
public-housing and slum-clearance and urban-renewal programs that 
this portion of the housing problem can be eventually solved. 

If I may, at this time, I would like to mention the efforts being 
made by very public-spirited businessmen and citizens in Anniston, to 
improve the housing conditions in their city. The Anniston Housing 
Rehabilitation Board, a combined project of the city commission. 
chamber of commerce, and real-estate board, have joined forces to help 
persons improve their own housing. Undoubtedly of interest to these 
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people are the proposal contained in H. R. 10157 which would amend 
FHA title I, home-improvement loans, to extend the program, increase 
the maximum-loan amount, and increase the time limit. Certainly 
this is a very admirable program aimed at helping people to help 
themselves, and I sincerely hope that the new liberal proposals will 
be adopted by Congress. 

Another problem of concern to persons wishing to purchase homes 
today is the mortgage market. There appears to be a greater demand 
for mortgage money ’ than the supply. Asa result mortgages are being 
sold at large discounts and housing construction will be retarded due to 
the lack of mortgage financing. I was shocked to read that in Chicago 
recently, Administrator Cole told a convention of the Prefabricated 
Home Manufacturers Institute: “The mort gage-money market i is now 
favorable to home building in most parts of the country.” A recent 
average rise in price of F HA Government insured mortgages is “one 
indication of an increased supply of mortgage money.” Perhaps Mr. 
Cole does not wish to recognize the fact that the price for financing 
can be made so high as to become prohibitive. Under such cireum- 
stances, the assurance that financing is available “at a price” is of 
little comfort. If the price is raised high enough, there will be no 
demand and, of course, the supply of mortgage money will be adequate 
to meet the decreased demand caused by the prohibitive prices. 

I am pleased that the chairman’s bill, H. R. 10157, does contain 
provisions to liberalize the secondary-market operations. I wish to 
state my support for these provisions which I hope will be approved 
by Congress. Certainly credit on liberal terms is essential if our 
housing needs are to be met. 

A man who is frequently forgotten or abused by the present Repub- 
lican administration is the farmer, so it is not surprising that his 
housing needs have also been ignored by the administration. The 
farmer's needs have already been well covered here this morning. I 
would just like to state that I believe that it is the present administra- 
tion of the Farmers’ Home Administration which has failed to help 
the farmers, not the program adopted by Congress. It does not seem 
reasonable to me for the Farmers’ Home Administration to approve 
only one-fourteenth of all the applications received from Alabama, 
only one-twelfth of all the applications received nationwide. Over 
52.000 applications were received last year while only 1,456 direct loans 
were made and 2,909 insured commitments were made. Congress 
intended more than this for the farmer. I hope that this committee 
will investigate the failure of the present administration to aid 
farmers’ housing needs as Congress voted it be done. I hope that the 
committee in its overall study of encouraging more housing to be built, 
will give attention and study to the impact played by community facil- 
ities in the development of new land for housing purposes. Un- 
doubtedly these community facilities will be an increasingly important 
portion of the cost in the price of new homes. The price of land and 
the completed lot has risen more in the 5 years than any other factor 
in the house price. We must be careful that this hidden cost does 
not place housing beyond the price reach of the mass market in the 
future. The solution to this problem of community facilities—sewers, 
water, and roads—may not lie in more direct Federal aid, I do not 
know, but certainly the future welfare and the growth of the Nation 
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makes it imperative that the Federal Government give community 
facilities its foremost attention. 

Before concluding Mr. Chairman, I would also like to state my ap- 
proval of the housing provisions for elderly persons, included in your 
bill, H. R. 10157. Through geriatrics medical science has been able to 
extend the average life span ) and yet we have done little to meet the 
needs of this rapidly increasing segment of our population. The pro- 
visions of H. R. 10157, if adopted, would do much to help these persons. 

Mr. Chairman, I would like to take this opportunity to state that I 
feel the excellent hearings which this housing subcommittee has con- 
ducted at the grassroots level will prove invaluable in helping the 
House of Representativ es know what the actual housing problems are ; 
where present programs can be improved; and what new measures 
should be enacted. I sincerely feel this subcommittee has performed 
a very great service for the Congress and for the entire Nation. 

There e is one other thing, gentlemen, that I would like to say that is 
not in my statement, and | it “has to do with community fac ilities. 

I don’t think that there is anything in the bill that will take care of 
some of the needs of which I have personal knowledge. For instance, 
in communities where you have large expansions of military installa- 
tions, frequently communities that are close to those installations are 
burdened by having to expand their waterlines, their sewer lines, 
get additional reservoirs, and be in noreeot to furnish adequate fire 
protec tion as well as water and sewer facilities. 

Two of the communities in my district have gone through that 
experience, and one is a very small community, and has had to spend 
almost a million dollars in extending its water lines and providing 
additional facilities. Now, it is true, of course, that all communities 
reap benefits when a military installation is located near it through 
expanded trade and other services that are desired by the service peo- 
ple, but frequently that little city treasury has no manner in which 
to recoup, and yet I don’t know of any way that it can refuse to furnish 
these facilities once they are demanded. 

It seems to me that you also have a situation where a suburban area 
is being developed, and the developer of that area has to get lines 
extended to that section to curb and gutter the property, and even- 
tually that additional burden goes r ight back to the man who is buying 
the property. 

It seems to me that in this whole picture of housing, because housing 
is changing, people are moving out into these areas away from the 
cities, and they are being developed, and it seems to me that some pro- 
vision could wisely be made that might ease that situation somewhat. 

Mr. Ratns. Congressman, you put your finger on a most important 
facet of the housing business. You will be interested to know that 
this subcommittee has set a field hearing which will be devoted to a 
study and discussion of the problems of community facilities. 

What you say is absolutely true and correct, not only where you 
have military establishments, but land is becoming so scarce near the 
great cities in America, they are having to build homes far out. Large 
cities like New York and Philadelphia, and Newark, all of them, are 
suffering greatly, the cities are, because they don’t have the money to 
provide ¢ “all of these facilities. 
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Mr. Gamez. That is true, Mr. Chairman, in regard to these big 
new dev elopments with stores, and so forth, where they are moving 
out there. 

Mr. Roserts. I believe you mentioned in conversation, Mr. Gamble, 
that Long Island, for instance, used to be a section of farms, but today 
it is an urban development. People have gone out there and are livi ing 
out there. 

Mr. Rarns. You are face to face also with the proposition that the 
cities of America are—of course, I like to say this in the presence of 
inv hometown mayor, Hugh Patterson and Jimmy Morgan—provide 
more real services to the people than any other entity of the Govern- 
ment, and they are getting cut badly on tax divisions. Nearly every 
city in America is in bad shape; isn’t that true? 

Mr. Roperrs. Yes. 

Mr. Rarns. And if we keep burdening them with this type of cost 
will be still worse. 

Mr. Roserts. And there is something else in the pe ture: Where the 
Federal Government used to have a take of about 25 percent in taxes, 
that take is now about 75 cents of the tax dollar, and your local govern- 
ments are down to a bare minimum, as far as their part of the tax 
dollar goes. 

So if the Federal Government is going to have the biggest bite out 
of the tax dollar, and then I think it is right for them to enter into 
programs of this kind that will give these communities some relief. 

Mr. Gampte. Of course, these shopping centers I spoke about a min- 
ute ago are causing increased drains on the communities. We have a 
number of them up in my district in Westchester County. We have 
a big one near Yonkers that is so big and so good that people even 
come up there from New York City, and New York City doesn’t like 
it very much, either. 

Mr. Rains. I would like to make the comment that the cost you are 
talking about for facilities must be charged back eventually to the pur- 
chaser of the home, which means that homes are getting higher and 
higher in cost, further and further out of range of the people of 
moderate income. So it not only is a burden to cities, but it is abso- 
lutely a burden to our housing program generally, because of the soar- 
ing costs. 

Mr. Rorerrs. And the lower the price of the home the man is able 
to afford the more burdensome it becomes—that is especially true of 
the ten to twelve thousand dollar class where perhaps the need for 
private housing is the greatest. 

Mr. Chairman, I am not going to burden the committee further be- 
cause I am sure that I cannot tell this distinguished group much that 
they don’t already know about the housing problems and needs of the 
Nation, so I am just going to ask to revise and extend at this point. 

Mr. Rarns. Well, you made a fine statement. We appreciate it. 

The next witness is our colleague from Greensboro and Tuscaloosa 
way, Armistead Selden. 


We are delighted to have you. You may present your statement in 
the way you wish. 


— 
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STATEMENT OF HON. ARMISTEAD I. SELDEN, JR., A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. Sevpen. Thank you, Mr. Chairman. I am also glad to have 
the opportunity to appear before you today and express my thoughts 
on rural housing. I am sure you gentlemen of the committee realize 
that we in Alabama are very proud of your distinguished chairman and 
our colleague, Congressman Rains. 

Mr. Rarns. I made a mistake on having this hearing here. I should 
have had it in Gadsden where all of the people could hear that. 

Mr. Gams ie. I told you that in Washington. 

Mr. Sevpen. Your colleagues know, Mr. Chairman, that you are 
recognized nationally as an authority on all phases of Federal hous- 
ing. It is rather unusual as you pointed out earlier in the hearing 
that the chairman of the corresponding housing subcommittee in the 
Senate is also an Alabamian. Of course, I speak of Senator Spark- 
man, and his work in the field of public housing, both urban and rural, 
has certainly been outstanding. 

Shortly before I left Washington I also talked with our senior 
Senator, Senator Hill, and he asked that I too express to you and to 
the entire committee and his friends in Birmingham his sincere 
disappointment at being unable to attend this hearing today. 

As you pointed out, Albert, and as Senator Sparkman pointed out, 
important legislation authorized by Senator Hill was called up for 
consideration in the Senate late yesterday afternoon, and it was nec- 
essary for Senator Hill to remain in Washington. 

Mr. Chairman, as you gentlemen know, at the close of World War 
II a great deal of attention was focused on providing better homes 
for our citizens. In the decade since the war much urban progress 
has been made, but the improvement of homes for farmers has lagged. 

Undoubtedly there are difficulties in achieving better farm homes. 
The farm population is widely dispersed and, of course, public hous- 
ing developments provide no relief for poorly housed farmers. Fur- 
thermore, it is difficult to separate the farm home from the farm itself. 
They are a sort of business entity, and all too frequently farmers are 
forced to plow their profits back into the farming operation of the 
business. Consequently, the farm home is very often neglected. 

Just what are current farm housing needs? Here again we see that 
the emphasis has been placed largely on urban rather than farm hous- 
ing. While there are any number of studies available on urban hous- 
ing needs, there are virtually none that adequately measure the needs 
for housing on the farm. 

While the Economic Report of the President pays considerable at- 
tention to nonfarm housing, farm housing is overlooked. In 1953, 
the President received a report from his Advisory Committee on Gov- 
ernment Housing Policies and Programs, but this, too, failed to cover 
farm housing problems. 

Under the Housing Act of 1949, title 42, United States Code, sec- 
tion 1476, the Secretary of Agriculture was directed— 
to prepare and submit to the President and to Congress estimates of national 
farm housing needs and report with respect to the progress being made toward 
meeting such needs, and correlate and recommend proposals for such executive 
action or legislation necessary or desirable for the furtherance of the national 
housing objective. 
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When I recently requested such farm housing reports from the De- 
partment of Agriculture, I was told that none are available, that this 
provision of the act has been “dormant.” 

Lacking a detailed study of farm housing needs and remedial pro- 
grams, we can only construct the farm housing picture from census 
reports. 

Today we are considering housing in Alabama and the South, and 
I think I can give a good example of farm housing needs from my own 
Sixth District, which, incidentally, gentlemen, joins the district which 
we are in at the present time. 

The last housing figures available from the Census Bureau showed 
that an average of 34 percent of farm houses in the 8 counties of the 
Sixth District were dilapidated, had no private bath or toilet, and 
were not supplied with hot water. This 54 percent was an average. 
In one of these counties 62 percent of the farm homes were without 
the conveniences I have cited. 

I do think that this illustration from my district is an exceptional 
one. The Sixth District of Alabama is in a farm income strata that 
runs through a large part of the South. In the face of conditions 
such as these, I believe that farm housing certainly merits the atten- 
tion that this committee is so well prepared to give it. 

As you know, there are three major programs designed to provide 
housing aid for farmers. Two of these programs are administered 
by the Farmers’ Home Administration, one resulting from the Bank- 
head-Jones Farm Tenant Act, and the other from the National Hous- 
ing Act of 1949. 

Under the Bankhead-Jones Act, direct and insured loans are avail- 
able for housing on family farms of reasonable size. Loans for 
smaller and part-time farms are covered by title V of the Housing 
Act of 1949 of which Senator Sparkman and Congressman Jones 
are coauthors. 

A third source of home loan money for farmers is the Servicemen’s 
Readjustment Act of 1944, which is the legislation responsible for the 
loans administered by the Veterans’ Administration. 

It is generally recognized that the number of direct loans that the 
Farmers’ Home Administration can make under the Bankhead-Jones 
Act is limited by the size of the appropriation. This appropriation is 
generally about $19 million a year. 

A veteran’s preference is extended in the direct loan program and 
properly so. But as a result of the preference and the size of the 
appropriation, nonveterans are virtually excluded from this pro- 
gram’s benefits. This necessarily limits the program because many of 
the farmers who have inadequate housing are not veterans. 

Under the same act, the Farmers’ Home Administration can insure 
farm loans up to a maximum of $100 million, but under this insured 
loan program loans are limited to 90 percent of the value of the farm, 
or 90 percent of the cost of acquiring the farm, whichever is less. 
In Alabama, the average farm is only worth about $6,000 and was 
probably worth less when it was acquired. Thus these insured loans 
are often inadequate. 

Under title V of the Housing Act of 1949, loans are authorized for 
farms which have a value of production between $250 and $1,199 
yearly, and for farms which do not provide the full support of the 
operator and his family. 
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This latter program is a small-farmer’s program, and many of the 
farms so badly in need of better housing are small farms. The last 
ugricultural census showed that there were about 19,000 farms in my 
district. Roughly 8,000 of these, or about 44 percent, were small farms 
that were eligible to participate in the loan program I am now 
discussing. 

Unfortunately, during fiscal 1955 and 1956 the Administration did 
not see fit to request an appropriation for this small-farmer’s loan 
program. Recently the Administration, in a reversal of policy, re- 
ei 5 million for this program for the remainder of the current 
fiscal year. 

The final major program that includes farm housing is handled 
by the Veterans’ Administration. Both direct and insured loans are 

authorized under this program. However, I call to the attention of 
this committee the fact that only a small percentage of the loans made 
under the oe ans’ Housing program are farm loans. 

Through January 25, 1! 56, the number of farm housing loans made 
in Alabama by the Veterans’ Administration amounted to only 5 
percent of all housing loans since the Servicemen’s Readjustment 
Act. was passed in 1944. There were 52,859 home loans but only 2,861 
farm home loans in Alabama. 

If we compare the dollar amount of farm housing loans in Alabama 
with other loans under the Veterans’ Administration program, we 
see that farm housing accounted for only $6,845,057, compared with 
$388,030,902 for other types of home loans during the same period. 
“arm housing loans, dollarwise, were only 1.7 percent of other home 
loans. 

Figures I recently obtained from the Veterans’ Administration 
show that in Tuscaloosa County, the county which contains the 
largest city in my district, 22 percent of the veterans have been 
successful in obtaining Veterans’ Administration loans. In the 7 
other counties, which are largely rural, only 7 percent of the veterans 
have obtained loans. Thus the veterans in the agricultural counties 
of my district are obtaining only one-third as many loans as veterans 
in the county with the metropolitan center. 

Why are these farm veterans failing to obtain housing loans? = It 
is certainly not because they don’t need them. As I have pointed out, 
a large percentage of rural homes in my congressional district are 
substandard. 

There is reason to believe, however, that farm veterans are not 
getting loans because certain current loan practices of the Veterans’ 
Administration are not working satisfactorily. 

You are undoubtedly aware that in most rural areas, all veterans’ 
loan applications are now being funneled to a private lenders pool 
known as the Voluntary Home Mortgage Credit Program. 

Mr. Rains. Could I interrupt you there a moment # 

As I understand it, there has been a bill I think, approved in the 
Veterans’ Affairs Committee which would eliminate the regulation or 
the requirement of channeling first through the Voluntary Home 
—— Credit Program. Is that correct, or not ! 

Mr. Sexvpen. I know that the Veterans’ Affairs Committee is con- 
sidering such a measure. As a matter of fact, I testified before the 
Veterans’ Affairs Committee in January on this subject. 
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Senator SpaRKMAN. Mr. Chairman, I may say that there was an 
article in the Wall Street Journal yesterday morning to the effect 
that the bill had been favorably reported by the committee. 

Mr. Sevpen. It hasn't yet reached the floor of the House, though. 

Mr. Ratns. Go ahead. 

Mr. Sevpon. I will go ahead with my testimony on this subject, Mr. 
Chairman, as it may have some bearing on that bill when it gets to 
the floor of the House for consideration. 

Today, loan applications from rural veterans are passed to the 
private lenders pool and an effort is made to find loan capital for the 
rural areas where home loan capital is normally scarce. 

Under present Veterans’ Administration regulations, VHMCP 
lenders are allowed to make loans at a discount. For example, if a 
home seller is asking $10,000 for a home the VHMCP will only make 
a loan at a discount, usually 2 percent minimum. In other words, 
the lender will only make a loan for $9,800 on a $10,000 house, and the 
home seller is required to absorb the loss. The veteran is prohibited 
by law from making up the difference to the seller. Many sellers 
balk at the discount practice. 

When the veteran fails to get an insured loan from a private lender, 
he then apples to the Veterans’ Administration for a direct loan. 
There his application is often denied on the basis that the bona fide 
offer of capital that was made by a VHMCP lender was not accepted. 

The irony here is that the veteran had nothing to do with the non- 
acceptance of the loan offer. The unsuccessful negotiation was ac- 
tually between the lender and the seller and the veteran had no choice 
in it. 

The Veterans’ Administration says it cannot do otherwise. If it 
grants direct loans, after VHMCP negotiations fail, sellers will auto- 
matically turn down VHMCP offers, knowing that the veterans can 
then obtain direct loans at full value. This would invalidate the 
VHMCP, and, under the law, the Veterans’ Administration must 
work with private lenders. 

There are sound arguments in favor of VHMCP—that it has pro- 
vided new loan resources for veterans, that loans are undoubtedly 
well processed by our experienced private realtors, and that the Goy- 
ernment’s loan activities should not threaten this segment of our pri- 
vate business. Yet the VHMCP as it now operates often not only 
does not give the veteran a VHCMP loan, but prevents him from 
getting a direct loan. I am very pleased, Senator Sparkman, to hear 
that a bill has been reported out of the Veterans’ Affairs Committee 
dealing with this problem, but I felt that this matter should be called 
to the attention of this particular committee. I know that you will also 
examine very carefully this veterans’ housing program. 

Mr. Ratns. Of course, the VHMCP is under the jurisdiction of our 
committee, 

Mr. Sevpen. That is right. 

While the present housing programs provide for farm housing, 
the fact that so few families have taken advantage of the farm loans 
available indicates the need for a careful reexamination of the entire 
subject. The presence here today of the Housing Subcommittee of 
the important Housing Banking and Currency Committee is an assur- 
ance that all phases of Federal housing programs, both farm and 
urban, are receiving the closest scrutiny. We are very pleased to 
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have you gentlemen here in our State of Alabama, and hope that your 
stay will be both pleasant and profitable. 

Mr. Rarns. That is a very good and thoughtful statement. 

Are there any questions ? 

Senator SparRKMAN. No questions. 

Mr. Ratns. We could ask you a lot, but in the interest of conserving 
of time we are going to move along. 

Thank you for appearing. 

Mr. Sevpen. Thank you. 

Mr. Rarns. Thank you for a very fine statement. 

The last congerssional witness we have is our host Congressman 
here, as we used to say in the Alabama Legislature, in Imperial Jeffer- 
son, and we are glad to have you, George. We will let you present 
your testimony at this time. 

Come around, Mr. Huddleston. You may proceed in any manner 
you see fit. 


STATEMENT OF HON. GEORGE HUDDLESTON, JR., A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. Hvuppieston. Thank you, Mr. Chairman, and members of the 
subcommittee. I am delighted to have this opportunity to return to 
my home district with this committee, and to investigate the im- 
portant subjects dealing with housing. I am particularly grateful 
for this opportunity to make this brief statement on the vital subject 
of slum clearance and public housing. 

I have reserved the equally important field of farm housing to those 
congressional witnesses who have predominantly agricultural dis- 
tricts. This should by no means be taken, however, as an indication 
that I do not have a deep and abiding interest in the welfare of our. 
farming population. 

The value of slum clearance and urban development cannot be over 
emphasized. Many well-meaning citizens still need to be convinced of 
the real and immediate need for ridding our cities of slums, and for 
upgrading the housing conditions of all elements of our population. 
Slums are costly, not only in terms of human values, but in terms of 
pure economics. It is this economic cost to which I wish to address 
my remarks at this time. 

There is definite proof that the economic effects of blight are costly 
to each individual whether he is the slum dweller or the penthouse 
resident. When blight spreads poverty values are lowered, thus tax 
revenue is lowered: crime, fire, disease, and delinquency increase, thus 
the need for city services increases: the productivity of the individuals 
living in the depressing environment of slums is appreciably de- 
creased, thus their ability to earn and to contribute to civic improve- 
ment is impaired. 

Several studies have recently been conducted in an effort to deter- 
mine the cost to cities of their negligence in permitting slum areas to 
exist and their lack of vigilance in their efforts to prevent the spread 
of blight. Let me cite the results of a few of these studies. In San 
Francisco in one of the cleaner, brighter areas, fire, police, health, 
welfare, and juvenile court services cost $86,659 a year. Ina decayed 
area of the city these same services to a population of equal size cost 
the city $741,315 per year. 
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In Binghamton, N. Y., the annual cost of city services in the blighted 
areas was found to total $90.56 per person. In the rest of the city 
the very same services cost only $78.62 per person. 

This list could be extended indefinitely. It seems almost unbe- 
lievable, doesn’t it? But these are facts which have resulted from 
careful systematic study of the records of these cities. These are the 
cost of not rehabilitating our cities. Now, let us look at some of the 
benefits which cities have derived from concerted rehabilitation efforts 
of private enterprise, local and Federal Government, and interested 7 
citizens. ae 

Before the Trumbull Park Homes of Chicago were built in 1937 
property along 106th Street and Torrence Avenue adjoining the 7 
project was worth $25 per front foot. Recently some of the same — 
property has been selling as high as $100 a front foot. 

In Pittsburgh, Pa., in 1949, a drive was launched to rehabilitate 
some 60 slum acres. One-half of the area was developed as a park, 
the other portion was devoted to a housing development. By early 
1955 land values had soared $10,500,000, The Pittsburgh redevelop- 
ment program has affected the entire city, and it has been estimated 
that the overall gain during the first 5 years of this program was 
$35 million in valuation. 

Within the next few years the city of Birmingham will be able 
to cite equally remarkable, and perhaps even more dramatic savings 
and accomplishments. The medical center now being erected in our 
city of Birmingham bids fair to become one of the finest in the United 
States. With its erection we will erase from the face of this city 
some 60 acres of blight. The planned development of the Avondale 
site will eliminate still another 100 acres of decay 

In this connection, may I say that we here in Biresiagheas were de- 
lighted the day before yesterday to receive the announcement that 
the erant for the commencement of this particular project had been 
awarded by the urban renewal agency. With the completion of these 
projects we will have eliminated some 1,000 substandard dwelling 
units and adequately rehoused an even larger number of families. 

No city can be rebuilt overnight. There must be long-range plans, 
full and complete cooperation, and, most important, available funds 
with which to finance. The Housing Act of 1954 has helped some 
cities over this financial hurdle by making funds available for re- 
development and public housing. The more blight that is removed 
the smaller the financial problem. Slums contribute a very small 
amount to the support of a city, but they receive the giant’s share 
of the city’s services. In recent years many cities have been caught 
in the downward spiral of more blight—more demand for services— 
less revenue. Birmingham is no exception. The rapidity with which 
the city has grown has increased the intensity of this spiral. Bir- 
mingham is among the youngest of the world’s largest cities. The 
population of the metropolitan area has increased more than 150,000 
since 1040. But now we know how closely related are the causes and 
effects of a city’s deterioration, and all our efforts will be bent toward 
making this the fair, progressive metropolis it should be. The best 
slum clearance efforts require public action. 

It is the expressed program of the Birmingham Chamber of Com- 
merce, the Jefferson County Zoning and Planning Board, the Bir- 
mingham City Zoning Commission, the County Commission of Jeffer 
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son County, and the Commission 6f the City of Birmingham to 
undertake the responsibility of conducting broad research studies, 
aimed at formulating long-range plans. "The Birmingham Public 
Housing Authority, the Jefferson C ounty Rural Housing Authority, 
and the other authorities have made commendable strides toward 
furnishing low-cost housing. The Birmingham Real Estate Board 
has cleaned up several areas; the health and fire inspectors are work- 
ing together, and the citizens are working at overall improvements. 
Yes, Birmingham and Jefferson County w vill soon be able to hold its 
head high and above comparable metropolitan areas of this country. 
We are proud of the progress we are making. 

My remarks would not be complete if I did not include the subject 
of public housing. Because of the housing shortage we have been 
experiencing here in Birmingham we are all too aware of the hard up- 
hill fight for decent housing. Our slum clearance programs have been 
delayed and interrupted because a place must be provided for the 
families who are dislocated. Families in the lowest income group 
cannot afford either to buy or to rent good standard housing. Thus 
we must work out the problem of providing good housing at prices 
they can afford. Public housing has been the answer in many cities. 
But much still needs to be accomplished. We must have a continuous 
program of Federal aid for low income public housing in our plan to 
rid our cities of slums and to provide a decent home for all Americans 
at, prices they can afford. 

Opponents of public housing insist that Government rental of hous- 
ing constitutes a subsidy to one segment of our population, resulting 
in discrimination against other segments. Most of the families living 
in slums are not there by choice. They are there because they cannot 
afford good, privately owned housing, used or new. The Govern- 
ment’s housing of the low-income families is not detracting from pri- 

vate enterprise, it is assisting it in many respects. Eyesores are re- 
moved, community business is increased. Land purchases for public 
housing are made at a profit to the landowner. The construction in- 
dustry, laborers, aon, electricians, bricklayers, all share in the 
construction of public housing. Property values are upgraded. 

Public Housing Commissioner Charles E. Slusser made this state- 
ment in a recent address: 

There are enough substandard homes, enough slums, to keep public housing, 
private enterprise, urban conservationists, and anyone else who wants to get 
into the act, busy for the next decade and more. Let us parcel out the jobs 
to whomever can do them best. I am not bragging when I say public housing 
is best at clearing slums. We have moved in on hundreds of them. 

This statement expresses fully the tremendous task of rehousing the 
ill housed. Our public housing units are numbered in the thousands, 
our substandard homes in the millions. Census data indicate that 38 
percent of the dwellings in the city of Birmingham are substandard. 

The average public housing tenant has an income of around $2,000. 
Could anyone afford even the che sapest standard housing on such a 
meager income? Notwithstanding the fact that you had such a 
meager income, would you want to raise your children in some of the 
slum areas you have seen in this city and elsewhere? I am sure you 
wouldn’t. "You would welcome a public housing home with pleasant 
surroundings, up-to-date fixtures, plenty of fresh air, and a chance to 
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be a respected member of a community. This is what the low-income 
families want; it is what they get through public housing. 

Look around you at the public housing projects which have been 
erected in Birmingham. In my district, in Birmingham, Brookside, 
Fairfield, Fultondale, Leeds, Tarrant, there were some 4,000 public 
housing dwelling units the first of this year. I am sure that the com- 
mittee will have an opportunity to see them. Could you honestly say 
that they were not needed, that they were not necessary to relieve 
human misery, and to make this country a healthier, more sanitary, 
more progressive community to live in? Your answer to this must be 

yes if you consider the costs of not having these housing units. 

In closing I wish to make it clear that I am not criticizing the 
efforts of private enterprise. The job that has been done by the private 
builders has been extraordinary. But public housing is building where 
the private builder is not. He does not have the power of condemna- 
tion or the financial resources to do the job that is being done by gov- 
ernment. Public housing has a very definite role in the housing 
program of this entire country. 

Slum clearance, rehabilitation, public housing go hand in hand with 
private enterprise in building and maintaining healthy, progressive 
communities. And at this point 1 might mention that we here in the 
South are confronted with the greatest problem of any people faced 
anywhere in the United States. The number of substandard dwellings 
here in the Southeastern States is higher than that in any other part 
of the country. An analysis of the ‘1950 census data reveals that in 
every southern city the percentage of substandard housing was greater 
than in the other cities of the country. 

For instance, Nashville, Tenn., has the highest percentage—45 per- 
cent of the homes in Nashville are substandard. Birmingham, Mem- 
phis, and Montgomery are tied for second place, with 38 percent of 
the housing substandard. Pasadena, ( alif., and Springfield, Mass., 
have the lowest percentage of substandard housing, only 7 percent. 
In other cities, New York City, for instance, 9 percent of the housing 
is substandard; in Chicago, 19 percent; in Philadelphia, 12 percent ; 
and in Washington, D.C., 12 percent. 

So you see that we residents of these Southern States are confronted 
with a far greater problem in dealing with the question of slum clear- 
ance and the question of substandard housing than the people in the 
other sections of the country. 

Mr. Chairman and members of the subcommittee, it is a pleasure 
to have appeared before you and given you some of my thoughts on 
the important subjects of slum clearance and public housing. If there 
is any way in which I can be of service to the committee during their 
stay in Birmingham, or for that matter, in connection with their 
development of an adequate slum clearance and public housing pro- 
gram, please let me know. Thank you. . 

Mr. Rarns. That is a very fine statement. We want you to know 
we are enjoying our stay in Birmingham. I would like to ask you 
about some of the specifics in there, but because of lack of time I will 
pass it by. Thank you very much. 

Mr. Huppieston. Thank you. 

Mr. Rains. We are now at the point where we were supposed to be 
at 12: 30. 
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The next witness is Mayor Hugh S. Patterson, the mayor of my 
hometown of Gadsden. We are delighted to have you, Mayor. I see 
here that you appear not only as mayor of the city of Gadsden but as 
chairman of the committee on Federal legislation, Alabama League 
of Municipalities. 

Mr. Parrerson. That is right. 

Mr. Rains. You may proceed as you desire. 


STATEMENT OF HON. HUGH S. PATTERSON, MAYOR OF GADSDEN, 
ALA., AND CHAIRMAN OF THE COMMITTEE ON FEDERAL LEGIS- 
LATION, ALABAMA LEAGUE OF MUNICIPALITIES 


Mr. Parrerson. Our organization is a statewide voluntary asso- 
ciation of the city and town governments, and there are 239 of a 
possible 256 such municipal governments now holding membership in 
the league. Those 239 places have 97.7 percent of the total municipal 
population of the State living within their borders. 

I should like to say in the outset that in behalf of the elected munici- 
pal officials of our State, we welcome you and your colleagues of the 
Housing Subcommittee of the House Banking and Currency Com 
mittee to Alabama. We are proud that you decided upon our State 
as one of the places to conduct your broad-scale hearings on the all- 
important subject of public housing. 

Let me also say that I appreciate the opportunity to convey to you 
the views of a great majority of the mayors, commissioners, and coun- 
cilmen—in other words, the elected municipal officials—of our State 
as they pertain to the Federal-local low-rent housing program. 

At the last two conventions of our organization our members have 
overwhelmingly endorsed the principles of and need for the program. 
Our committee is now wholeheartedly working to express the view- 
point and policy of our convention by stressing the importance of the 
public housing program to our cities and towns. 

I do not need to say to you that the city and town officials of Alabama 
look upon the low-rent housing program as a good program. Their 
continuous endorsement of it every time the matter is presented to 
our conventions and before our committee attests to that fact. But 
the most compelling proof of the interest of our local communities 
in the program is the fact that our State is either second or third in 
the Nation in the number of local communities from a single State 
submitting application requests for projects under the Federal low- 
rent housing program. It has maintained that record ever since the 
Federal legislation on this subject was first enacted. 

When we were advised that your subcommittee would conduct this 
hearing in Birmingham, our State headquarters of the Alabama 
League of Municipalities wrote to all our member cities and towns 
in the population group of 1,000 to 10,000 to advise them of your plans 
and to ask their present view as to the need for the continuation of 
the housing program as a Federal-local joint activity. The executive 
director of the league wrote our membership in the population group 
and mentioned the following: 

We want to give as clear and accurate a picture as possible, so we shall be 
most grateful if you will fill in and send back to us the enclosed questionnaire 


by March 20. Be perfectly frank with us in supplying answers. A lot of our 
places undoubtedly need housing, others do not. A lot of our cities and towns 
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have been impressed that good, low-rent public housing has helped the crime 
and health situation, others undoubtedly do not feel that way. So it will be 
particularly helpful if you would let us know exactly how your city feels about 
public housing and whether you feel that there is a continued need for Federa] 
aid in this field. 

We asked each mayor to whom we wrote, these questions: 

1. Can the housing needs of your municipality be met from present 
available local capital, and without Federal assistance / 

2. Can the wage earners and others who usually live in low-rent 
public housing units afford to pay enough rent to encourage private 
builders to build houses for them to rent ¢ 

3. If your local housing situation for middle- and low-income 
groups cannot be satisfactorily met from available private capital, do 
you feel the need for a continuation of the Federal public housing 
program ¢ 

There are 126 towns and cities in the population group that we sur- 
veyed and from which we asked answers to the three questions I have 
just mentioned. Ninety-seven of them responded to our survey ques- 
tionnaire, and 76 percent of those replying advised us that— 

1. Local or private builders cannot take care of the building of 
sufficient units of decent housing to provide housing for low-income 
families in these towns and cities. 

2. Low-income families cannot afford to pay rents high enough 
to warrant private builders to invest in rent property to meet the 
housing needs of this group of our citizens. 

3. That a continuation, on a more adequate scale, by all means, 
of the Federal low-rent housing program is absolutely necessary to 
meet the housing demands of our low-income people in the cities and 
towns of our State. 

It was interesting to note from the returns to our questionnaires 
on the part of the communities which felt that their local builders 
and local capital could take care of their housing needs for low-income 
families, that these facts were stated: 

1. That housing provided by private builders for low-income fami- 
lies would not be of the same high standard as that of Federal low- 
rent housing projects. 

2. That private capital can take care of present needs, but if new 
industries come to their towns and cities additional housing would be 
needed and in most instances private local capital would not be able 
to satisfactorily handle the problem. 

3. Only a very, very few of the mayors in the 24 percent of the 
places replying that they do not need federally aided low-rent hous- 
ing, stated that they thought the program ought to be abandoned. 
They felt that it should be carried on for the benefit of the places 
needing it, even though their communities themselves might not ever 
need it. 

4. Only 3 mayors from the 97 municipalities replying to our ques- 
tionnaire were opposed outright to the prinsiple of public housing as 
provided for by present Federal housing legislation. 

As I have already pointed out, mayors and other municipal officials 
look upon the public housing program as a good program. They 
consider that it has been tried and proved over the years. They 
believe it is an essential program. It is essential for the conservation 
of human resources, for the dignity of the individual, and for the 
happiness and welfare of his family. It is essential for the life and 
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growth of the community. It is essential if a city or town is to keep 
pace with the industrial renaissance of the State and of the South. 
Finally, it is one of our strongest bulwarks against the encroachment 
of “isms” or crackpot preachments of any kind. Alabama, within the 
past two decades, ome eon transformed from a predominantly agrar- 
lan toa predominantly urban State. The pressure of the population 
increase particularly upon our cities and towns has brought a multi- 
tude of new problems. The housing of these people, especially those 
in the low-income brackets, is a major problem. Nobody will build 
houses for them. They do not earn enough to pay a satisfactory re- 
turn on the cost of a standard home. 

Time was when any type of shelter would be accepted as a home. 
That time, I am glad to say, is gone. The days of the foul, rat- 
infested slums are numbered. The pious imprecations of the slum 
profiteers will never lure them back again nor will the slogans of 
real-estate operators who cry “socialism” cancel the progress that has 
been made. 

An industry seeking to locate in one of our towns today doesn’t 
ask whether there is sufficient housing of any kind. Industry de- 
mands an ample supply of decent housing for its employees. 

Let me cite an example of what has occurred in one north Alabama 
congressional district. Before passage of the Housing Act of 
1949 there were no low-rent public housing projects in this district. 
Most of the towns had no industries other than those identified with 
forestry. They were at a standstill, relying chiefly upon a skimpy 
agriculture from the surrounding hillsides and velleys. 

Since then 18 towns have constructed low-rent public housing proj- 
ects. Each of these towns has attracted one or more new industries 
largely because decent, safe housing was available. 

Now, it is a fact the low-rent housing projects were not constructed 
with a view of attracting new industries. The Public Housing Ad- 
ministration does not operate that way. Those projects were built 
for the low-income families who were living in those towns at the 
time. The new industries were not even byproducts in the thinking 
or planning of the Public Housing Administration. I dare say the 
PHA was surprised to learn what had happened. 

Permit, me to state that the mayors of Alabama, through their 
league, are eminently qualified to appraise and evaluate the benefits 
of the low-rent housing program. Alabama ranks second or third 
among all States in the Nation in the number of towns participating 
in the low-rent program, as I have said. We have 101 towns enrolled 
in the program. We are not, therefore, speaking of the benefits that 
have accrued to a few of the larger cities, as may be the case in some 
States. The benefits here have been statewide. They are actual, 
tangible benefits essential for the continued progress of our cities 
and our State. 

I do not know of any program that has been supported with great- 
er unanimity among our mayors in our annual conventions. As 
further evidence of their appreciation of this program I would like to 
point out that many of the towns that have low-rent public housing 
have applied for additional low-rent projects. 

Let me say, too, that the mayors and other municipal officials of 
Alabama have heard all of the arguments that have been made against 
the low-rent public housing program. They have been hearing them 








66 INVESTIGATION OF HOUSING, 1955-56 


since the program began in the thirties. They were not then im- 
pressed, nor are they now impressed with such arguments. 

Gentlemen, I suggest that you take a look about you. Do you think 
that Mayor Jimmy Morgan, who served as a city commissioner of 
Birmingham for many years, and now is serving as mayor, would be 
impressed by the oft-repeated claim that public housing does not 
clear slums? The mayor of Birmingham looks out of his window 
every day upon the beautiful Central City project where acres of 
slums were cleared. The Birmingham Housing Authority at this 
very moment is preparing to clear a huge slum here in the Tuxedo 
Junction area where 500 new public housing units will be built. Slums 
also are being cleared in the Kingsland and Avondale areas for a total 
of 750 units of public housing. 

The answer is that if a city demands that its slums be cleared they 
will be cleared. That is true in Montgomery where all projects were 
built on dense slum sites. It is true in Savannah, Ga., Memphis, 
Tenn., Columia, S. C., Tampa, Fla., and other cities in the South. 
These cities demanded that public housing be built upon slum sites. 
They got what they demanded. The same is true also in the smaller 
cities of our State and region. 

Of course, we have another program for the clearance of slums and 
for renewal of entire areas of our cities. But if I may paraphrase 
the patent-medicine pitchmen, “there is nothing faster, better, or more 
thorough” than a dose of public housing for a ny slum area. 

We are highly gratified when the Congress relieved the Public 
Housing Administration of the workable program requirements last 
August. In our opinion this action will in no way impede the work 
of the Urban Renewal Administration which we support, but it liber- 
ates the Public Housing Administration to do the job which the 
Congress orginally intended it should do. If PHA were forced to 
serve solely as an adjunct urban renewal it would mean that new 
public housing would be virtually excluded from States which have no 
urban renewal enabling legislation, and from States whose urban 
renewal enabling acts have been declared unconstitutional. I am 
told there are 18 States in which the urban renewal program cannot 
operate. Among those in the South are Mississippi, which has public 
housing but does not have urban renewal legislation; Florida, and 
South Carolina, which have public housing but whose urban renewal 
acts have been declared unconstitutional by the supreme courts of 
those States, and North Carolina, whose enabling act is considered 
defective by the URA. | 

We in Alabama expect to use both the Urban Renewal Administra- 
tion and the Public Housing Administration for the clearance of 
slums. We merely wish to point out that PHA within itself is still 
an effective tool for slum clearance. Its value for such a purpose now 
is greatly enhanced in those States where urban renewal cannot fune- 
tion at all. 

As we have pointed out, Alabama has 101 towns enrolled in the low- 
rent public housing program. 

A total of 73 of these towns have low-rent public housing projects 
in operation. These projects house 16,692 low-income families. In 
addition, there are 16 projects in the development state, nearly all of 
them in towns which have projects in operation to house 2,169 families. 
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This will make a total of 18,861 families which have been or will be 
housed in Alabama when the development and construction of the 
projects have been completed. 

When the housing amendments of 1955 were enacted by the Con- 
egress there were 53 towns on the waiting list which had received pre- 
liminary loans and program reservations. They had been on the wait- 
ing list for 3 years or more to build 3,977 units. Their programs were 
frozen and literally closed out in 1953 because it appeared there would 
be no early prospect of building as a result of restrictions imposed 
by the Congress. Some of these towns had low-rent projects in opera- 
tion, but many of them had no low-rent housing. 

Now, let us look at what happened : 

In October of last year, approximately 2 months after the Congress 
had passed the housing amendments of 1935, the Public Housing Ad- 
ministration advised the mayors of the 53 towns with suspended pre- 
liminary loans and program reservations that they must reaffirm their 
need for low-rent public housing to reactivate their programs. This 
reaffirmation was required by resolution of the entire city governing 
body. I would like to point out that reaffirmation was purely an ad- 
ministrative requirement and was not a requirement of the law. We 
have no particular objection to the requirement. We can see merit 
in it for application on a nationwide basis; however, it had the effect 
of delaying the program for another month, which meant that PHA 
had only 9 months at the most to get plans drawn and the units under 
annual contributions contract to sure construction of the units. 

I am advised that 35 of the 53 towns with suspended programs had 
reaflirmed their need of low-rent housing as of March 12 for 2,612 
units. 

You will be interested to know that passage of the housing amend- 
ments of 1955 has opened up a flood of new applications for low-rent 
housing in the Southeast. In Alabama alone 12 new towns have 
applied for a total of 1,634 units within the past 4 months.’ These are 
Albertville, 200 units; Boaz, 125; Childersburg, 200; Cullman, 120; 
Fairfax, 50; Huntsville, 539; Langdale, 50; Linden, 100; Opelika, 75; 
Riverview, 50; Shawmut, 50; and Sulligent, 75. 

Mr. Rarns. It looks like: my towns are doing all right, Mayor. 
I believe about half of them are from my district. 

Go ahead. 

Mr. Parrerson. Now, in the southeastern area 43 cities have filed 
new applications for 6,766 units since passage of the housing amend- 
ments of 1955. We were unable to obtain an estimate of how many 
Alabama towns will be able to place their programs under annual con- 
tributions contract before July 31. 

Weare told that an important limitation is the ability of the Atlanta 
field office to process the plans. Competent architects, engineers, and 
other technical employees cannot be hired in an agency that has an 
on-again, off-again, employment record and operates on a year-to-year 
basis. 

If we assume that 25 Alabama towns should be able to place 1,400 
units under annual contributions contract before July 31, and I assure 
you this is an optimistic assumption, then we shall have a backlog of 
40 towns on the waiting list to get their programs underway after 
July 31. These 40 towns include 18 with suspended programs, and 22 
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towns which have reaffirmed their need or have recently filed new 
applications. The units involved in this backlog total 4,211. 

This estimate takes no account of additional new applications in 
the coming months. Since the Public Housing Administration is 
now authorized to receive and process applications, there will un- 
doubtedly be a considerable increase in this number. 

Gentlemen, I think we should have been done with all of this talk 
about private capital building rental housing for low-income families. 
The fact that opponents of public housing have been making this 
claim for 20 years and haven't even attempted to do this job, should 
be conclusive proof that it is not an attractive or a profitable job for 
private enterprise. 

The average net income of families moving into low-rent housing 
projects in the Southeast was only $1,856 at the close of the last fiscal 
year. The average net income of families moving into projects 
throughout the United States was $2,056. 

The average gross rent which includes the cost of all utilities, was 
$29 in the Southeast and for the United States $35. As you know, 
these families are required by law to pay at least one-fifth of their 
income for rent. 

I would like to emphasize, too, that 70 percent of the families ad- 
mitted in the United States had net incomes of less than $2,500. 

You gentlemen will recall that the President’s Advisory Committee 
on Government Housing, page 290, cited a Bureau of Labor Statistics 
report to the effect that families could ill afford to pay more than 20 
percent of their income for rent and utilities. This report also recom- 
mended liberal credit terms under a new section 221, page 45, for— 
families living in substandard housing and who are unable without some form 
of private or public subsidy to acquire or maintain a decent minimum standard 
of housing. 

In the hearings that followed, as I recall, it was brought out that rental 
charges or payments for a $7,600 dwelling unit would be somewhere 
bet ween $65 and $70 a month. 

The point I wish to make, gentlemen, is that none of the families 
in low-rent public housing could afford to pay $65 a month. They 
do well to pay half that amount with all of the utilities included. 
Furthermore, it is my information that very little, if any, use of sec-. 
tion 221 has been made by builders in Alabama during the 2 years 
it has been in operation. Section 221 in time may benefit middle-in- 
come families. It is of no value to families in the lower income 
brackets. 

Gentlemen, as I pointed out in the beginning of my statement, 
I am here primarily to testify for and in behalf of the mayors and 
other elected municipal officials of Alabama’s smaller cities and towns, 
the places from 1,000 to 10,000. I have not attempted to relate the 
views of the officials of the larger places, nor were they included in 
the survey undertaken by the League of Municipalities to prepare 
ourselves for presenting testimony to you. This was because your 
chairman specially wanted us to give the views of the smaller munici- 
palities on public housing and except for the reference I made on 
pages 6 and 7 of this statement, my testimony has been concerned 
altogether with the housing views and problems of our State’s small 
cities and towns. I wanted to make that clear, because there are other 
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witnesses who undoubtedly will testify to the need for public housing 
in the larger, the metropolitan, centers of the country. 

In closing, we urge that you give us a low-rent public housing pro- 
gram that will have some relation to the actual need of the thousands 
of low-income families of our State and Nation living in substandard 
homes. These needs are definite and are known. We need a — 
housing program with greater stability and dependability from ye 
to year. For some time now we have been carrying on w ith a prc te 
that is merely a token program, with just enough units each year to 
barely keep it alive. This has the effect of discouraging applications 
from cities that need housing. It also chokes the progress planned 
by cities whose applications gather dust in the files year after year. 

Let me remind you that no town has to have public housing, if it 
doesn’t want it and doesn’t need it. 

Its worth has definitely been proved in Alabama. We need and 
want more public housing. 

Thank you. 

Mr. Chairman, before I relinquish the chair, I would like to add 
my support to the remarks that Mayor Morgan made here this morn- 
ing about the larger aspects of this thing, and particularly to the point 
that Congressman Roberts raised a while ago about the community 
facilities. I think you know my problem, and I am quite sure that it is 
not unique to Gadsden. It is true all over. 

From Gadsden’s standpoint, and I am to be followed, incidentally, 
by my very capable executive director, Mr. Mills, so I will tell you 
now that I have been over his testimony and he speaks my thoughts in 
this regard. 

Thank you very much. 

Mr. Rains. We appreciate a fine statement, Mayor. It gives us a 
good picture of the small town, something this committee hasn’t had 
the benefit of hearing, and I specific ally requested that the testimony 
presented by your lea ague be limited to the problems of a small town. 

There are so many people i in Congress that think public housing is 
only for the big cities. It may be in 1 the numbers, but the need is just 
as great in the smaller ones, and I like your statement very much. 

Are there any questions? 

Senator Sparkman. Mr. Chairman, may I ask just 1 or 2 very brief 
questions 4 

On page 9 of your statement where you list the 12 towns that have 
applied for 1,634 units: Looking over that list I recognize only 1 
in that, maybe 2 , that have heretofore had public- housing units. Can 
vou tell, gener ally 2 ? Of course, Huntsville has some. I think Opelika 
has had some. 

Mr. Mints. Albertville has none. Boaz has none. Childersburg 
has none. Cullman has about 40 units. Fairfax doesn’t have any. 
Huntsville has about 1,400. Linden has none. Opelika has none; 
Shawmut has none; and Sulligent has none. 

Senator SparkMAN. In other words, when the program was cut 
off back here about 3 years ago it was the smaller town that was left 
out in the cold. None of them had had any up until that time. 

Now, you said something about the workable program, vernn require- 
ments to which the public-housing program was tied a couple of 
years ago. Well, last year we removed that requirement. This year 
the administration is asking that we put it on again. 
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Now, won't that serve, if it is put back, won’t that serve to eliminate 
the small towns again? 

Mr. Parrerson. Unquestionably, Senator, and it may even deter 
the larger towns. I have a situation in my own town of Gadsden 
that if we should by some sequence of events as has overtaken Bir- 
mingham here in the medical center, have to make some change as 
to the land use, one minor item actually, then we have to throw out 
everything that has been done, the planning that has been made has 
gone from naugh except for the experience we have received from 
it, and you have to start all over again. 

It is pretty dangerous. 

Senator Sparkman. Thank you, Mr. Chairman. 

Mr. Asuiry. Could we amplify on that for half a moment? You 
say if the workable program requirements are put back in that that 
will have a very adverse effect on communities such as yours of 
Gadsden, Ala. Amplify on that just a little bit more, especially 
for the record, will you, Mr. Mayor ? 

Mr. Parrerson. Well, as I pointed out a while ago, Congressman, 
I think Mr. Mills is going to elaborate on that fully. 

Mr. Asutey. All right. 

Mr. Parrerson. But as Mayor Morgan pointed out here this morn- 
ing, one of the big problems, bearing in mind about what was brought 
out about the plight of municipalities from a revenue standpoint— 
of course we have a pretty good overall plan worked out in Gadsden— 
but if we have to go into all of that expensive, long-range planning 
before we can take care of some of our key needs, we are getting into 
hot water. 

Mr. Rains. Limiting your statement to cities from 1 to 10 thou- 
sand, about which you addressed your remarks, if you have to tie 
it always to a workable program, and if that workable program were 
actually to be enforced, it would simply mean that the small town 
would not have the money or planners. It would be automatically 
cut off; isn’t that true? 

Mr. Parrerson. It would be completely excluded, in my opinion. 

Mr. Rarns. Thank you very much. 

Mr. Wipnati. Mr. Chairman. 

Mr. Rarns. Mr. Widnall. 

Mr. Wina.t. I was interested in the statement, Mayor, that you 
made on page 5 that 18 towns have constructed low-rent housing 
projects and each of these towns has atttracted 1 or more new indus- 
tries largely because decent, safe housing was available. 

Now, how did any more housing become available by the construc- 
tion of the low-rent public housing projects? Didn’t they just substi- 
tute for existing housing ? 

Mr. Parrerson. In a lot of instances, yes, but the people were moved 
from substandard housing into public housing. 

Mr. Wipnatt. How would it be an attractive feature for industry 
moving in ¢ 

Mr. Parrerson. Industry doesn’t ask you now whether you have 
sufficient housing. They will demand decent housing before they 
will come in there. 

Mr. Wipnatt. Isn’t that based on bringing new employees into 
the area ¢ 
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Mr. Parrerson. Not necessarily. It may involve hiring local peo- 
ple. They realize they have to have a happy set of employees or they 
will have an inefficient operation. 

Mr. Wronatt. Incidentally, in connection with the workable pro- 
gram, as the one who offered the amendment originally, and who has 
a bill now to put it back in, because I sponsored the administration 
housing bill, I am interested in the statement you make about cost. 
The Housing Agency itself denies that those costs are exorbitant and 
says they have c onsultants within the Agency that are there and avail- 
able to help and can cut the cost angle from the st: undpoint of a small 
municipality. 

Mr. Parrerson. It doesn’t work out that way, Congressman. In 
the first place, on a job like that you get what you pay for. In other 
words, you go out and hire a man that supposedly is qualified. If it 
develops that he isn’t, you get a shoddy job. 

As has already been pointed out here, the people who are really 
qualified in that field are very scarce. 

Mr. Gameie. Cannot the Agency tell you, give you names and make 
recommendations; or won't they do that 

Mr. Parrerson. They won't do that. They don’t have the per- 
sonnel to do it, either. 

Senator SparkMAN. I wonder if we might not call upon experience 
regarding that. We know when these restrictions were put in the 
law before that we ran for 6 months and put out some 200 units, as I 
recall. At least, I think it was 200 units, and the housing people actu- 
ally came to the 2 committees of Congress and asked them if they 
would object if they modified the operations. 

Mr. Rats. Absolutely. 

Mr. Wipnati. That is true. 

Mr. Gampsir. That was the last few days of the year. 

Mr. Rats. Of course, I would like to say for the record i & connec- 
tion with this statement, that in the big cities like New York and 
Philadelphia, where this committee has held hearings, and I have 
asked the specific question, “Do you object to a workable program ¢” 
The answer is, “Sure not.” and the truth is, in some of the larger cities 
like New York, Los Angeles, Philadelphia, they have as many housing 
experts as they have in Washington. Naturally they can handle a 
workable progr am. 

Then I would ask that witness if he could visualize operating in a 
small town and he agreed with your statement that it would be a 
handicap to the smaller towns. If you could have two kinds of work 
able programs, one to fit the big cities and the other that would let 
the little towns move along, you might have something. 

Mr. Wipnaui. I think that is probably true, but, of course, the thing 
that we have in mind, and I live in an area outside of New York where 
we have had the impact of change very heavily in the last 10 or 15 
years, and those towns that didn’t adequately plan for the future are 
just up to their neck today in taxes, real-estate taxes. They are facing 
problems that they never had to face, or would never have had to face 
if they had adequately planned for the future, and the purpose of 
that whole program is to keep from having slums of tomorrow. 

Mr. Parrrrson. I see the point there, Congressman, but I think you 
will find—of course, you have had the benefit of much broader ex 
perience than I have—but community planning, as such, particularly 





72 INVESTIGATION OF HOUSING, 1955-56 


in the South, is a relatively new proposition down here, and the people 
are just not available, and we haven’t got the funds to bring them in 
to carry it as far as has been envisaged in that workable program. 
Now, it may not be in the act, itself. It may be in the manner in 
which the administrative agencies have put it out to us. I don’t know. 
Mr. Wipnatt. Well, Mayor, I can just say this: I appreciate your 
problem down here, and can see the justice in a lot of the comments 
that have been made. But from my own experience up in the area 








in which I live, an investment in adequate planning is well worth while 
to any community. ! 
Mr. Rains. Any other questions / 
Senator SparkMAN. I wonder if I may add just this comment: It 
seems to me that perhaps where we get into trouble is this: It sounds 
good to speak of a workable program. All of us approve of workable j 
programs. It is all right to tie a workable program with the slum 
clearance, but when you go further and tie your public housing to 
it then you create a roadblock and that is just what we did before. 
Mr. Rains. Well, what we would be for is a workable program. 
Mr. Parrerson. This building we are in right now removed one of 
the worst slums in Birmingham. I would like to call your attention ‘ 
to that slogan there. ; 
Mr. Rains. It isa very nice slogan there. 
Mr. Gams.e. It isa very nice building, too. 
Mr. Rarns. Gentlemen, we are going to take about a 3 or 4 minute 
recess and stretch our legs. 
(There was a short recess taken. ) 
Mr. Rats. The committee will please be in order. : 
The next witness that we have is Mr. Walter B. Mills, executive 
secretary of the Greater Gadsden Housing Authority. 
Come around, Walter B., we are delighted to have you. I can 
say without fear of contradiction that he is one of the most capable 
men in the housing business. 
You may proceed in any way you see fit. 
Mr. Gambier. Generally recognized as such. 
Mr. Rarns. That is right. 


STATEMENT OF W. B. MILLS, JR., EXECUTIVE DIRECTOR, GREATER 
GADSDEN HOUSING AUTHORITY 


Mr. Mirus. Thank you, Mr. Congressman. 

First of all, of course, I want to thank the committee for the oppor- 
tunity of appearing here today and like other Alabamians I want to 
welcome you to Alabama. I think that we are indeed fortunate to 
have this hearing in Alabama, particularly in Birmingham. Of 
course, we of the Fifth Congressional District are very proud of the 
chairman of this committee who is our Congressman. We consider 
him to be one of the outstanding Congressmen as well as an expert in 
the field of housing. We think that he is rendering a tremendous 
service to the people not only of his district, not only of this State, 
but of the entire Nation. , 

Of course, we share the equal feeling for Senator Sparkman, the 
junior Senator from Alabama, who has devoted so much time, and 
so much effort on behalf of the people of America. 
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My name is Walter B. Mills, Jr. I am the executive director of the 
Greater Gadsden Housing Authority. Iam the immediate past presi- 
dent of the National Association of Housing and Redevelopment Offi- 
cials, and chairman of the Federal-Local Relations Committee of 
NAHRO. I entered the housing field in 1938 as the chairman of the 
Greater Gadsden Housing Authority. In 1941 I resigned as chairman 
and was elected executive director of the housing authority. I have 
been employed by the authority continuously since that time except for 
a period during World War II when I was on active duty as a Re- 
serve officer in the United States Marine Corps. 

I have read with much interest the reports of this committee and 
the hearings that you have conducted. I have also read with much 
interest housing bills that have been introduced in both the House 
and the Senate, the most recent of which is the Rains bill, introduced 
by the chairman of this committee on March 26, 1956. 

Prior to appearing before your committee, in an attempt to dis- 
cuss with you Federal assistance in the field of housing, the pending 
legislation, and the need for help within the State of Alabama, I con- 
tacted local housing officials and asked that they give me the benefit of 
their advice and counsel so that I might pass on to you suggestions 
which we believe will be of assistance to the people of Alabama. The 
response has been excellent and the criticisms and suggestions fall into 
the following categories: 


1. FEDERAL ASSISTANCE FOR HOMEOWNERSIITP 


Without exception, local housing officials in Alabama feel that home- 
ownership is in the finest tradition of the American free enterprise 
system. We feel that it is the desire and goal of every American to 
own his own home. 

There can be no doubt that within the last year there has been a 
tightening of mortgage credit and a shortage of mortgage money. 
We are delighted to see that in recent months the FHA has changed 
its policy and is again making 90 percent loans and has lengthened 
the period for repayment of mortgages. We believe that your studies 
will reveal a decided need for this type of financing, and we hope 
that your committee will recommend legislation that will assure no 
change in this policy. 

As for loans to veterans and to middle income families, we are 
greatly disturbed at the practice of discounting mortgages, which 
has grown up in the last few years and discouraged small builders, 
and in some cases has eliminated from the building field many small 
developers. We feel that the proposal of Congressman Rains to 
allow the Veterans’ Administration to invest a portion of the GI insur- 
ance reserves in VA insured mortgages is an excellent one. 

We feel that steps should be taken to protect the home investor by 
providing more adequate inspection for both FHA and GI loans. We 
feel that standards of room size and construction should be the same 
for VA and FHA guaranteed loans. 

We believe there is a great need for financial assistance for middle 
income housing. There are a great number of families in Alabama 
whose earnings are too high for low-rent public housing, but whose 
earnings are not sufficient to enable them to purchase an adequate 
home at today’s high prices. We feel that a lower down payment and 


























































74 INVESTIGATION OF HOUSING, 1955-56 


u longer term for the mortgage will encourage these families to home 
ownership. We feel that safeguards should be put in such legisla- 
tion to prevent shrinking the room size or reducing the quality of 
such housing. Many efforts in the past have been made to supply 
housing to middle income families but, in trying to achieve a lower 
price, the quality and size of housing have been sacrificed. A new 
approach to serve this great need would be a smaller down payment 
and a longer maturity of the mortgage. Government guarantee of 
mortgages of this type is essential and the closing costs should be 
within the financial ability of the industrial worker and the newly 
formed family. It is recommended that consideration be given to 
95 percent loans that will run from 30 to 40 years. 


2. HOUSING FOR THE AGED 


There is no greater need for housing, not only in Alabama but in 
our entire Nation, than for housing for the aged. Service to our 
elder citizens is a must. I have read with much interest the many 
bills that have been offered in both the House and the Senate to serve 
this need. There are three points which should be discussed here. 
The first is the relaxation of the requirements for eligibility to low- 
rent public housing. The second is writing basic legislation for 
Government-guaranteed mortgages of long maturity at low interest 
rates to encourage philanthropic, labor, church, veterans, and fra- 
ternal organizations to invest in housing for the aged. 

In these categories, consideration should be given to the aged single 
person as well as to the aged family. Federal assistance, such as the 
college housing program, certainly merits consideration in housing 
for the aged. 


3. URBAN RENEWAL, SLUM CLEARANCE, AND URBAN REDEVELOPMENT 


I have read with much interest Report No. 1 of this subcommittee 
on housing with regard to slum clearance and urban renewal. Under 
the statutes of the State of Alabama, housing authorities are desig- 
nated as the urban renewal, slum clearance, and urban redevelopment 
agencies. As I am the executive director of a local housing authority, 
I have first hand knowledge of this program. I also have the benefit 
of the experience of all of the housing authorities in the State. At 
the present time slum clearance, urban redevelopment, and urban 
renewal programs are being carried on in Mobile, Elba, Eufaula, 
Auburn, Montgomery, Gadsden, Cullman, Phenix City, Decatur, 
Florence, Huntsville, and Birmingham. Other cities in Alabama are 
giving serious consideration to programs of urban renewal. 

Under title I of the Housing Act of 1949, slum clearance and urban 
redevelopment was conceived to assist local communities, correct mis- 
takes of the past, and plan for the future to provide a healthful living 
environment, commercial and industrial expansion, and to restore 
property values. Since 1949 there have been several major changes 
in the legislation, some of which have improved the workability of 
the program, while many others have retarded progress. Let me say 
here and now that I agree wholeheartedly with the report of your 
committee : 
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red tape, official timidity, and Federal interference at local level were to blame 
in part for the exasperating delays in the Nation’s slum clearance and housing 
program. 

I recognize in Congressman Rains’ housing bill that he would in- 
crease by $1 billion funds available under the present law for capital 
grants for slum clearance and urban renewal projects. With com- 
mitments and reservations reaching the statutory limitations of the 
present legislation, it is absolutely necessary that an increased author- 
ization be approved by this Congress if other cities are to participate 
in this program. 

One of the deterrents to this program has been that if a city wishes 
to participate in the urban renewal program, it submits an application 
to the Housing and Home Finance Agency asking for planning ad- 
vances in order to plan the project. Under the urban renewal con- 
cept, many of these projects will involve rehabilitation as well as slum 
clearance and redevelopment. The wording of the present law is such 
that the Administrator of the Housing and Home Finance Agency 
says that it is necessary in the application for advance for the city to 
determine before it receives planning advance. I would recommend 
that the language of the act be amended to make it clear that the city 
does not make these determinations prior to an advance but can use 
the planning advances to make the necessary studies. In other words, 
most cities, and certainly the cities in Alabama, cannot afford with 
their present limited funds to make sizable expenditures that are pres- 
ently necessary to get an advance of funds to plan a program of slum 
clearance, urban renewal, and urban redevelopment. 

Under the Housing Act of 1954, basic legislation was amended to 
include a “workable program.” A workable program, as defined 
by the Housing and Home Finance Agency, is very desirable in the 
large metropolitan areas, but this requirement works an undue hard- 
ship on the smaller cities since they cannot afford the luxury of a 
planning commission and competent staff to perform these duties. 
Any city apply for Federal assistance must now have a workable 
program that not only includes all of the elements of a workable pro- 
gram as laid down by the Administrator, but must prove its ability 
to enforce the conditions imposed by such a program. It must sub- 
mit the number of employees and the annual budget for each of the 
departments. Can you imagine any smal! town in the State of Ala- 
bama having trained personnel to manage a planning commission, a 
building department, an agency for the enforcement of building codes 
and ordinances? We feel that a workable program is desirable but 
should not be mandatory to receive Federal assistance for a program 
of slum clearance, urban redevelopment, and urban renewal, and rec- 
ommend that this requirement be waived. 

We, of course, are very disappointed that sections 220 and 221 of 
the Housing Act of 1954 have not been effective. I am sure that you 
and the committee are familiar with the reasons for the failure of 
these programs and that you are taking the necessary steps to make 

them effective. 

Incidentally, there hasn’t been one house built under those programs. 

One of the great problems in Alabama in the program of urban 
renewal is the inability of the local government to meet its share 
of the cost of such a program. Municipal income is probably at or 
near the alltime high, but, at the same time, the cost of municipal 
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services is at an alltime high. Revenues have not kept up with the 
cost of municipal services and local governments are finding that urban 
renewal is necessary to a sound economic growth, but they simply can’t 
afford it. We must find a way to assist cities, not only in Alabama but 
throughout the country, for financing the local government’s con- 
tribution over a long period of years if the program of urban renewal 
is to be successful. May I suggest that consideration be given to 
financing the local governing body’s contribution over a period of 
10 to 20 years at an interest rate not to exceed 214 percent; that loans 
be made available to local governments as the work on urban renewal 
projects progresses so that the local agency performing the urban 
renewal work will not be held up for the lack of funds. The present 
administrative formula for the financing of urban renewal projects 
is that the Federal Government will make financial advances up to 
two-thirds of the financial needs of the local agency and the one-third 
local contribution must be provided by the local government. 

Mr. Gampir. Does that have to be provided before or after the 
advance is made, the local contribution 7 

Mr. Mixis. It can come during the process; they have issued a new 
administrative directive in the last 2 years. Before you could borrow 
up to a hundred percent, and then when you settled up the city paid 
its share. Now, they have this new directive at no time can you draw 
more than two-thirds of your need. You are supposed to get that 
from the city as vou go along. 

That was not in the legislation, but it has been imposed in the 
administration of the act. 

Mr. Gametr. Through regulation ? 

Mr. Mitrs. That is right. 

Mr. Gamparr. Thank you. I am sorry to interrupt you. 

Mr. Mitrs. That is all right. 

I am sure that it was the intent of Congress in the passage of the 
Housing Act of 1949 that local noneash grants-in-aid were intended 
to assist the city in meeting its one-third contribution to the program. 
An example of a local noneash grant-in-aid is the building of a school, 
a park, or a sewerage system which would benefit the redeveloped 
area. We find, however, that administrative rules of the Administra- 
tor of the Housing and Home Finance Agency provide that unless 
such improvement contributes a minimum of 10 percent to the project 
area no credit shall be given for the local noneash grant-in-aid. This 
administrative procedure is set out in part IT, chapter 10, section 4, of 
the LPA Manual of the Urban Renewal Administration under the 
heading “Principles Governing Eligibility.” 

In Gadsden a school is being constructed in close proximity to an 
urban renewal area. Since this school will serve not only the people 
who live in the renewal area, but others in the city, and since by a 
formula whereby the number of school-age children in the project area 
equals to only & percent of the pupils enrolled in this school, the 
city will be given no credit for the construction of this school, not- 
withstanding the fact that the school is being located near the project 
area for the reason that the project is being planned. Incidentally, 
the cost of the school is in the neighborhood of $300,000. Ten percent 
of this cost would be a credit of $30,000, but by applying the principles 
for governing eligibility, we will receive no credit. This, to my mind, 















the 
yan 
n’t 
aut 
on- 
val 
to 
of 
uns 
val 
an 
nt 
cts 
to 
rd 


he 


WwW 
yw 
aid 
LW 
at 


he 


he 
acl 
m. 
dl, 


a- 
ss 
ct 
is 
of 


1e 


in 


le 


AL 
1e 
t- 
ct 
V; 
it 


BS 








INVESTIGATION OF HOUSING, 1955—56 77 


is a good example of how the congressional intent has been circwm- 
vented by administrative determination. 

In the matter of redtape and Federal interference, let me say that 
my discussion of this matter is over and beyond personalities. There 
is nothing personal in my remarks that follow; rather, these remarks 
concern themselves with regulations, attitudes, and the atmosphere 
in which we must do business. I will use the words “Administrator 
of the Housing and Home Finance Agency” and “Commissioner of 
the Urban Renewal Administration.” In each instance I am not 
attacking Mr. Cole or Mr. Follin as an individual, but I am attacking 
the policies and procedures as well as the attitudes which have been 
developed within their agencies. 

I have a letter from Mr. Charles P. Rogers, the executive director 
of the Montgomery Housing Authority. This letter is supported by 
photostatic copies of letters and directives received from the Urban 
Renewal Administration and the Housing and Home Finance Agency 
to substantiate charges brought by the agency responsible for the 
urban renewal activities in Montgomery, Ala. This letter points up 
many of the problems that are faced, not only by Montgomery but all 
of the renewal agencies. I should like to submit. for the record the 
letter and the photostatic copies which are attached. 

Mr. Rains. May I see it? 

Mr. Mitts. It is right here, Mr. Chairman. I don’t intend to read 
this letter at this time. I would like to highlight the points. 

Mr. Gamsie. If you haven't enough in that, talk with Bob Moses. 
We have a few letters in our records of things he doesn’t like. 

Mr. Mitts. The highlight is the delays, 4 and 5 months in answering 
letters, 6 months on giving an opinion on a plan. 

Documented there is proof that individuals within the Agency are 
trying to force what they consider to be the best for Montgomery 
notwithstanding what the city planning commission and the local 
governing body of Montgomery wants. 

In those letters you will find indications where they are directing 
the city of Montgomery to submit a plan, a master plan, for the areas 
lying outside the city limits of Montgomery and in the police juris- 
diction before they will approve a project. To me that is a good 
example of where all local responsibility has been usurped by Federal 
bureaucrats. I am not going to bother with the whole thing. 

One of the main issues he does point up is in the land disposition 
»lan whereby the present regulations of the agency make you put 
them up to auction, where you have to sell them to the high bidder. 
Now, it is particularly true where you assemble and clear sums and 
develop commercial and industrial areas and sites. How are you 
going to attract any industries! Are they going to come and sit 
down and bid against other people? It is just not workable. What 
would be fair and what most housing agencies would like would be 
to establish a fair market value for that land, and then give sulflicient 
authority to the local governing body or the local public agency 
carrying on the activity to negotiate at a price that has been prede- 
termined as a fair value for that land. 

Mr. Rats. The letter dated March 20 from Mr. Rogers of the 
Housing Authority of the City of Montgomery to Mr. W. B. Mills, 
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may be included at the end of your remarks. These other photostats 
I don’t believe we will put in. We will put in the letter, itself. 

Mr. Muus. Thank you, Mr. Chairman. I appreciate that. I 
wanted to make that point particularly clear since I am not testifying 
on it, but it is contained in the letters that you have there. That is 
one of the present administrative requirements, Mr. Chairman, that I 
hope this committee will give primary consideration to, land disposi- 
tion, the requirement to make you have a public auction. 

Mr. Gamsie. We ran into that in New York, also. 

Mr. Mints. You will run into that whenever you have an urban 
renewal program. 

Mr. Game we. I think we did in Philadelphia, too, didn’t we, Mr. 
Chairman ¢ 

Mr. Rarns. Yes. 

Mr. Miuis. One of the greatest obstacles to this program is that 
it is too time consuming. There are delays and delays. Notwith- 
standing the attempt of a year ago to decentralize the Urban Renewal 
Administration by setting up area field offices, and while personnel 
has been moved from Washington, the field officers do not have suf- 
ticent authority to administer the program. 

For that matter, while an Executive order was issued setting up 
the Urban Renewal Administration nearly 2 years ago, the Urban 
Renewal Administration and its Commissioner do not have sufficient 
authority to administer the program. This agency is still responsible 
to the HHFA and its Administrator and department heads for many 
of the decisions that should be rightfully vested in the Commissioner 
who is responsible for the execution of the program of urban renewal. 

I am a member of the executive committee of the redevelopment 
section of the National Association of Housing and Redevelopment 
Officials, which committee acts as the Federal-local relations commit- 
tee for the urban renewal programs. In this capacity, and last year 
as president of NAHRO, I had many conferences with the Commis- 
sioner of the Urban Renewal Administration and know of his desire 
to implement the program rather than to retard it, but, unfortunately, 
he does not have sufficient authority. I am told that the reason the 
authority has not been delegated to the Commissioner is that the legis- 
lation does not allow the Administrator of the HHFA to delegate 
this authority to anyone. 

I was told that by Mr. Cole and his attorney, Mr. Fitzpatrick, at 
that time. ‘ 

[am sure that if such be the case, you gentlemen will make the neces- 
sary changes to get this very worthwhile program off the ground. 

In conversations and in correspondence with persons high in the 
Federal agency, I find that they also are unhappy with the progress 
of the program. Let me quote a few: 





a 





I am the greatest critic of our processes and I am examining and reexamining . 
these processes day after day. Technicians of every kind and description are 
perfectionists and each has to wrap up the package and tie it up in his own 
way. The lawyers are the best at this and the trouble is that beginning back 
in 1933, the lawyers have been pretty much running all Government programs. 

To reduce the processing time, we did decentralize our people to the field last 
January but we have not as yet dispensed with all of the review in Washington, 
which to my mind is a duplication, although it might be said that the field offices 
have to be built up to required strength before they can carry the full load. 

We have had a prominent management firm study the whole urban-renewal 
process and the operation of the HHFA Office of the Administrator and regional 
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offices. Its finding confirms many of the recommendations which have 
made over the past 2 years. 

Primarily, in our procedure or analysis here, we are trying to reduce the 
amount of work that has to be done before you put a project under contract, but 
there is an irreducible minimum by reason of the approvals required both by 
State statute and Federal statute. 


been 


It is quite obvious that none of us are happy with the progress of 
the program. Some Federal officials join with local public officials 
in the hope that the processes can be simplified, that the amount of 
Federal interference can be reduced, and that the time consumed can 
be reduced to a minimum. 

I think much progress can be made with the elimination of the 
workable program; financial assistance to local governments to finance 
their share of the cost; and by writing into the housing bill that the 
program of urban renewal is primarly a program of local communities 
with Federal assistance, but not Federal domination. 


4. PUBLIC HOUSING 


In my analysis of the current public-housing scene, eight basic 
issues arise in considering pending legislation as well as the studies 
that are being made by this committee: 

(1) The relationship of the public-housing program to the overall 
urban renewal, urban redevelopment, and slum-clearance programs. 

(2) The number of units that this program should cover. 

(3) The number of years allowed for planning. 

(4) How to adapt the public-housing program to meet the special 
and growing needs for the aged. 

(5) How to adapt the public-housing program to meet the special 
need of single-person families with no reference to age. 

(6) The ratio of income to rent in public housing. 

(7) Rural nonfarm housing. 

(8) Federal-local relationship. 

Now, Mr. Chairman, I have left out farm housing, realizing you 
are going to have quite a bit of farm housing, so I have not touched 
on that. 

All of us in the housing field agree that a public-housing program 
is essential to any program of slum clearance, urgan redevelopment, 
and urban renewal. Public housing is geared to maintain the basic 
purpose of meeting the relocation needs of families of low income 
displaced by slum clearance and urban renewal projects. I feel that 
under the new concept of urban renewal the public-housing program 
should certainly be geared to displacement plans of the code-enforce- 
ment agencies, private enterprise, redevelopment projects, and such 
public programs as highway construction, school building, and so 
forth. All of this will entail clearance and rebuilding. Even at this 
very early date in the urban renewal program I am convinced that 
public housing should be encouraged to move forward as quickly as 
possible in order to develop an adequate relocation housing resource 
for the time when urban renewal and other public-improvement pro- 
grams get into higher gear. 

As in the case of the urban renewal program, a workable program 
should not be a condition for the allocation of public housing to local 
communities and, by the same token, I do not feel that a title I 
program of urban renewal should be the condition of allocation of 
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public housing for a community. To emphasize my feeling with 
regard to the development of a public-housing program, you must 
know that from the time a program is initiated in a local community 
and construction is completed, there is a time lapse from 12 to 18 
months, and sometimes 2 or 3 years. You should also know that the 
requirements of a workable program are such that it would require 
from 1 to 3 years. It should also be evident that for a program of 
urban renewal the time runs from 1 to 3 years. This being true, 
there can be no doubt that the public-housing program must move 
forward with dispatch and be ready to receive displaced families 
from program of public improvement, code enforcement, and dis- 
placement under the urban renewal program. 


SIZE OF PROGRAM 


Those of us engaged as professionals in the housing field have 
always been reluctant to get into what has become known as the 
numbers game. There is one school of thought which says the size 
of the low-rent public housing program should be geared to actual 
need. That is a program of sufficient size so that a decent, safe, and 
sanitary living environment may be made available to all Americans. 


The last available statistics on the housing supply in the United States 
is the census of 1950. In the census of 1950 there were 35 million non- 
farm homes. Of course, since 1950 several million new homes have F 


been added, and since 1950 there have been several million new fam- 
ilies, but it is interesting to note that 25 percent, or 9 million homes, 
were dilapidated and lacked 3 or more plumbing facilities. We are 
told by experts in the field that each year because of dilapidation and 
the lack of upkeep a million new homes are added to the staggering 
total of substandard housing. Of course, you realize that we are 
adding close to a million new units a year, and in some years have 
exceeded that amount, but, by and large, slums and substandard hous- 
ing is developing at a greater rate than we are able to build new 
housing. 

Then there is a second school of thought which believes that the low- 
rent public housing program should be limited to a number that would 
be sufficient to take care of relocation needs of urban renewal only. 
They believe that public housing programs should be kept to a 
minimum. 

In my best judgment, public housing goal should be in the neigh- 
borhood of 10 percent of the housing production in any one year; 
that is to say, if we built a million new homes, if we are to fulfill the 
relocation requirements of public improvement and urban renewal, 
the public housing program goal should be set at 100,000 units a year. 








NUMBER 





OF YEARS ALLOWED FOR PLANNING 









One of the great stumbling blocks to the public housing program 
has been that it has been a year-to-year program which does not allow 
for adequate staffing or planning. I realize full well that the Hous- 
ing Act of 1949 set up a total number of units to be built in a given 
number of years, but subsequent action by the Congress has made 
that impossible. The result has been that neither the Federal agency 
nor the local community has been able to plan adequately. 
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“arlier in my remarks, I brought to your attention the fact that 
from 12 to 18 months are required from the time an application is 
filed and the project is built. If the program is not to be a con- 
tinuing program it will be impossible to meet even this slow schedule. 
Proof that the year-to-year operation is not only inadequate but 
expensive is the fact that while the Housing Act of 1955 was passed by 
the Congress in July of 1955, through January of 1956—and I might 
add up through March of 1956—only 213 units in 2 cities were under 
contract with the PHA. Had the Congress made the public housing 
program a continuing program sufficient staff and sufficient planning 
would have been available to have had many thousand units under 
contract by this date. If the public housing program is to be effective, 
if it is to provide decent, safe, and sanitary housing for families of 
low income, if it is to provide housing to meet the relocation needs 
of public improvement and slum clearange, it is essential that the 
Congress provide legislation that will make the program a continuing 
program. 


SPECIAL HOUSING FOR THE AGED 


Like all persons in the field of public housing, I take pride in the 
pioneering efforts that public housing has already exerted in the field 
of housing for the rk Local housing authorities have long recog- 
nized the pathetic and, often tragic, needs of the aged couples and 
single persons for housing. We have tried to meet these needs in 
spite of the limitations of the present public-housing law. Housing 
authorities have exerted considerable ingenuity in adapting their 
federally aided programs to assist aged families. They have built, 
and are planning to build, units specially designed for older people; 
they have worked with community service agencies to develop pro- 
grams that build health, houeskeeping, social, and financial assistance 
to such families. Housing authorities, however, see a continuously 
expanding need for housing for the aged families to meet the mount- 
ing proportion of our population in the over-65 category. The pro- 
vision of housing for the aged is interwoven in the whole question of 
the economic and social needs of the aged and it is my hope that any 
long-range public-housing program will be developed to provide serv- 
ice to these families without the restraint of the present legislation. 
I would like to see the basic legislation amended to cover the very 
special eligibility problems of aged families. 

The present law requires that to be eligible for public housing, 
family must not only meet the income requirements of an authority 
but must come—except in the case of veterans—from substandard 
housing. Local housing authorities in Alabama, as well as in all 
parts of the country, find that aged families are frequently living 
in standard dwellings, family homes where they have lived for many 
years. Such homes are frequently too large for the family’s needs and 
economically too expensive for them to maintain. Further, as families 
grow older, the upkeep of the property is completely beyond their 
abilities. Hence, it is hoped that for the aged families the substandard 
housing requirement will be waived and that special eligibility criteria 
relating to the physical and economic capacity of a family to continue 
living in its present housing be developed. 

There can be no doubt that if we are to provide housing for the 
aged, housing will have to be developed of special design, such as 








§2 INVESTIGATION OF HOUSING, 1955-56 


ramps instead of steps, size will have to be altered so that a minimunr 
of housekeeping will be required, special design of bathroom with 
grab bars and all of this will cost money. We w vould suggest that the 
present limitations of room cost be increased for a special number 
of units within a program to provide adequate housing for the aged. 
We would also recommend that housing for the aged should not be 
separated from other low-rent housing programs. T am not prepared 
to recommend that we build communities solely for the aged. I think 
to isolate the aged families would be a mistake and hope that you 
will give favor: able consideration to this thought. 


SPECIAL NEEDS OF SINGLE-PERSON FAMILIES IN PUBLIC HOUSING 


Coupled with my previous remarks on housing for the aged is a 
special problem of housing for the one-person family. Under the ex- 
isting legislation, eligibility requirements are that low-rent public 
housing i is available to only families. A family is defined as “two or 
more persons related by blood or marriage.” This requirement in the 
legislation makes it impossible to admit aged single persons. Present 
legislation, however, does provide that residual families of one per- 
son may continue in occupancy. This simply means that if you have 
an aged couple and one of them dies, you may keep the remaining 
yerson in residence. In all of my years in the public-housing field, 
sonar of this requirement, I have had to deny housing to many 
deserving widows. 

Mr. Gare. May I interrupt and ask you, Are there many single 
men that you have had to deprive ? 

Mr. Minus. Yes, sir. 

Mr. Gamptr. I have never seen any figures on it. I know it is there. 

Mr. Mitus. The only place I have actually seen figures, Congress- 
man, was in San Francisco and New York, and particularly with the 
Chinatown projects, and in areas close to where you have a great 
need for migratory farm labor, where you have these migrant farm- 
workers who are single persons, and they are males, and they go from 
one crop to another. 

Mr. Gamprr. I can understand it there, but just on the average man 
in the city or village, or anything, it doesn’t make sense to me. 

Mr. Minis. You would be surprised. We really haven't kept any 
records in my own authority, and I think it might be a good idea if 
we did that because we have any number of them that we have to 
turn down for the very simple reason that they only had the one per- 
son, but more particularly do you have that of women. 

There are great numbers of widows. 

Mr. Gameie. And they cannot get in after they are a widow / 

Mr. Mitts. The definition of the act is, as you wrote it, that there 
are two or more persons related by blood or marriage. 

Mr. GampBir. Yes. 

Mr. Mitis. She could falsify her application, and one of the grand- 
children could come for a month and live with her and then go back to 
the parents. That is one of the guards we have to take. 

Mr. Gampte. If her husband dies while they are living there she 
can continue in residence? 

Mr. Miuzs. That is right. 

Mr. Gampir. Excuse me for interrupting. 
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Mr. Miuus. That is all right. 

In my conversations with others in the field, not only in Alabama, 
but in all parts of the country, I find that this is one of the greatest 
needs in the field of public housing. 

There is another thought in this connection that I would like to 
leave with you. When we speak of housing for the aged, we are all 
too prone to think of the magic number “age 65.” I think this has 
come about due primarily to the age of retirement under our system 
of social security. This is a mistake, I think, and I invite your atten- 

tion to the fact that a great many persons at 60 or 62 are in dire finan- 

cial circumstances because of physical disabilities. My sympathy 
goes out to these people even more than to those who have reached 
the retirement age of 65 since they do not have the good fortune as 
yet to be receiving the benefits of social security and other forms of 
retirement compensation. Therefore, I ask that you give considera- 
tion to modifying the eligibility requirements so as to admit aged 
single persons as well as aged families, without regard to age 65. This 
wil give housing authorities latitude in serving the needs of the appli- 
cants for public housing. If, however, you feel that some age limita- 
tion should be put into the legislation I would recommend strongly 
that age 60 is more realistic. 

Another great problem with regard to the housing of the single- 
person family is, as more and more urban renewal programs get 
underway, more and more special relocation housing problems develop. 
One such problem is providing relocation housing for single persons 
other than aged persons. The federally aided public- housing pro- 
gram should not discriminate against such persons but should make 
it possible for local housing authorities to accommodate single persons 
whenever special local situations require that they do so. 


RATIO OF INCOME TO RENT 


The matter of rent paid in public housing has always been one of 
great concern, not only to those of us engaged in the field, but to the 
public generally. The present legislation requires that families in 
residence i in public housing pay one-fifth or one-sixth, depending upon 
the size of the family and the number of minor children. In other 
States, and Alabama is one of these, an exemption of $100 is given for 
each minor child from the gross family income in establishing the rent 
to be paid. 

I have seen this one-fifth become a tremendous burden and a hard- 
ship on a family and have wondered by what magic did we arrive 
at the one-fifth of income for rent. I realize that the FHA in the 
financing of private housing uses the 5-to-1 ratio of income on the 
monthly payments for housing. I have checked the census for several 
years to find out just what the national average was, and while this 
information is not available to me I understand that in the census 
of 1950 the average rent paid by families in the United States was 
about 13 percent, or about one-eighth of the total family income. 
Research experts have made studies of the one-fifth of income for 
rent, and can find no foundation for its origin but they can find broad 
references to the ratio as far back as the early 1800s. 

Since public housing serves those families on the lowest rung of 
the economic ladder where one-fifth of their income denies them of 
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other essentials of life, why should these families then be paying far 
in excess of the national average? I recommend that this committee, 
with the facilities of the Bureau of the Census at its disposal, make a 
study of the income rent ratios paid by all families within the Nation 
and within each State and that consideration be given to a new ratio 


of rent to income more in keeping with the paying ability of the 
low-income families. 


RURAL NONFARM HOUSING 


The Housing Act of 1949 provided for a rural nonfarm housing 
program for families of low income. Present legislation does not 
permit this. It is recommended that consideration be given to re- 
storing this program so that rural nonfarm communities, as well as 
large communities, may also meet their housing needs with Federal 
assistance. In Alabama, cities are classified as those communities 
having a population in excess of 2,000 people. Any community below 
that in population must apply for public low-rent housing through 
a rural nonfarm housing program. In Alabama, as well as in most 
of the Southern States, there are a great many communities which 
are classified as rural nonfarm communities and which have sub- 
standard and slum housing. The need for decent, safe, and sanitary 
housing is quite evident in these communities and I hope that you 
will give consideration to restoring this very useful program to the 
legislation that you are considering. 


FEDERAL-LOCAL RELATIONSHIP 


In the matter of Federal-local relationship I have touched briefly 
on this subject under the heading of urban renewal. I would now 
like to elaborate on the statements made in that section and go more 
into detail with regard to the Public Housing Administration. 

As I said in the urban-renewal section, here again I am not dealing 
in personalities. I have the greatest respect for Mr. Charles Slusser, 
the Commissioner of the PHA, but again I am attacking the proce- 
dures and atmospheres in which we must do business. 

There can be no doubt of the legislative intent of the programs of 
federally aided low-rent housing and urban renewal; that Congress 
intended that these programs be local programs with Federal assist- 
ance. I feel I must report, however, that this principle has been lost 
in the administration of these programs by the Federal agencies. I 
recognize, of course, that you represent the legislative branch of our 
Government, that you enact legislation that the executive branch of 
the Government is charged with the responsibility of administering 
the laws and the legislation enacted by you. For reasons that I will 
explain in more detail, why I think that in any legislation you adopt 
you should restate the principle—that the programs of federally 
assisted low-rent public housing, slum clearance, urban redevelopment, 
and urban renewal are basically local programs—that they are not 
Federal programs, and that the Federal agency’s role should be con- 
fined to assistance, advice, and counsel rather than complete Federal 
domination. In other words, I would suggest that in your declaration 
of policy you define the role of the Federal agency in language so that 
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the Federal agency cannot usurp responsibility that rightfully be- 
longs to the local communities. 

It might be well to review the history of these programs in order 
to pr operly appraise them. In the beginning, the first slum-clearance 
and low-rent public housing programs were carried on through the 
Public Works Administration and w ere, in reality, Federal programs. 
These programs were carried on during the great depression of the 
early 1930's. One project under this program is built right here in 
Birmingham, the Smithfield project. Since the experience gained by 
these projects pr Ate them to be unrealistic and unworkable, the 
Housing Act of 1937 was enacted whereby responsibility for these 
programs was shifted from the Federal Government to the local gov- 
ernment, where the primary responsibility for the initiation, construc- 
tion, and the operation of these programs was vested in the local com- 
munity. With experience gained under the Housing Act of 1937, the 
Housing Act of 1949 was passed after many months, yes, years of 
study, and still further local responsibility was passed on to local 
communities; and, for the first time, slum-clearance and low-rent 
public housing were separated. We now have two programs; one is 
federally aided low-rent public housing, and the other is slum clear- 
ance, urban redevelopment, and urban renewal. 

We in Alabama are particularly fortunate as our neighboring States 
in the Southeast, in that our relationship with the public housing 
agency in a great measure is directed by the Atlanta field office of the 
PHA: It is my honest conviction that this field office, under the direc- 
tion of A. R. Hanson, is well staffed with competent and experienced 
personnel who share the philosophy that the program of federally 
aided low-rent public housing is primarily a local program. U nfor- 
tunately, this field does not have sufficient author ity to administer the 
program and must follow directives and_ instructions of the central 
office of that agency in Washington. In Washington, there is a vast 
difference in the philosophy of the administration of our program. 
We, who are charged with the administration of the programs in the 
local communities throughout Alabama and the region, speak with 
well-founded authority about the local autonomy, or the local respon- 
sibility, that is inherent in the programs. The Federal agency says, 
“Sure, we are for local autonomy and local responsibility ; w ithout it, 
the programs would fail.” ren it usurps the local responsibility by 
issuing directives, manual] releases, and requirements that take away 
all of the local initiative and responsibility of action. The responsi- 

bility and the local autonomy envisioned, I am sure, by the Congress 
in the passage of the housing acts, and by the sponsors of that legisla- 
tion, meant the responsibility of action in the development and man- 
agement. of the local programs with freedom from Federal control. 
The legislation says that the Government’s role shall be limited to 
financial assistance and advice, but not domination. The legislation 
says that the Federal Government shall have a voice in three things; 
thi at the projects shall not be of elaborate design, that they shall be 
tor low-income families, and shall be operated on an ec onomical basis. 
As far as the design of the projects is concerned, the Federal agency 
has ample opportunity during the development period to see th: at the 
projects are not elaborate or expensive design. During the last year, 
in cooperation with local authorities, much progress has been made 
in relieving unprecedented control of the Federal agency, leaving to 








SO INVESTIGATION OF HOUSING, 1955-56 


the local communities a greater a: gaa of freedom as to the type and 
kind of projects that are to be built. No longer is it mandatory that 
we build two- or three-story row housing i in communities that have 
never heretofore even had an apartment building. Much has been 
done, but there is still more to be done to return this responsibility to 
the local community. 

The second requirement of the law is that the housing shall be built 
for and occupied by families of low income. The local authorities 
lave the right to set the rents, establish the income limits, and admit 
qualified families to their projects. The Federal Government should 
have the responsibility of reviewing the tenant selection procedures 
und even audit the tenant accounts, but this does not include the 
issuance of regulations which completely stifle and add excessive and 
unnecessary costs to the operation of the program in the matter of 
tenant selection and occupancy. 

The third requirement of the law is that the project shall be op- 
erated economically. The Federal agency should properly audit the 
fiscal operations of each authority to see that it is operated economi- 
cally. This does not mean that they should establish procedures or 
issue accounting regulations which are costly and wholly unrealistic 
to every program regardless of its size. The present procedures of 
the Federal agency in accounting regulations and requirements are 
such that they themselves are not economical. All other matters per- 
taining to the operation of a local authority should be, and rightfully 
belong, to the local authorities and should not be interfered with by 
the Federal agency. That, to my mind, is local responsibility and is 
the local responsibility that was the philosophy of the program when 
the enabling legislation was passed by the Congress. 

On the other hand, it is apparent from their actions that the Fed- 
eral agency feels, and their philosophy seems to be, that local housing 
authorities are necessary eulls: that they must have them since the law 
requires them; that they have the responsibility of demonstrating the 
need for programs; that local authorities ay necessary in the dev elop- 
ment of a program as long as the Federal agency has the veto over 
every action as to design, type and Libs 8 that are to be used. Yes, 
even a veto on the choice of a site on which the pes is to be built. 
Yes, the local authority should have the responsibility of the manage- 
ment and operation of the projects as soon as they are built so long 
as we hold their hands and write the regulations for every minute step 
in the operation of their programs. All of this is ac ‘omplished by the 
very clever device of writing into our annual contributions contract 
broad and general language ‘such as “as directed by PHA,” or “upon 
or with the approval of the PHA.” 

I am sure you will be interested to know, notwithstanding the usual 
amount of monthly, quarterly, and annual reports that have to be 
made—and, believe you me, there are plenty of them—each local 
housing authority is subject to four audits, reviews, or examinations: 
(1) the fiscal audit, which not only examines the books and accounts, 
but the entire operation; (2) the management audit or review; this 
audit checks the entire operation except the books and accounts; (3) 
the occupancy audit; this audit checks tenant selection, rents, and 
occupants; and (4) the operations-engineering review, where the 
physical properties are inspected. All of these audits are performed 
by a team of experts and are expensive and time consuming. None 
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of us minds a check or an audit of our operation, but this policy is 
just another step in taking away local responsibility and making local 
officials tools of the Federal agency. 

Mr. Gran. Mr. Chairman, I wish you would pardon me, for cer- 
tain reasons I must leave, and I have a question. 

I would like to refer to the next-to-the-last paragraph on page 3 in 
which you state you have a letter from Mr. Charles Rogers, executive 
director of Montgomery Housing Authority. Did you put that letter 
in ¢ 

Mr. Miutrs. I submitted that for the record, si 

Mr. Rains. That was submitted. 

Mr. Grant. Would you take just a minute to comment on that 

Mr. Mit1s. Montgomery is in your district, and they have two urban 
renewal programs. This is documented and supported by photo- 
static copies from the Housing and Home Finance Agency ; there are 
delays of 4 or 5 months in getting answers to correspondence. 

It demonstrated the Federal agencies’ desire to dictate to the city 
of Montgomery what plans they should have, regardless of what the 
city of Montgomer y wants. There are people in Atlanta that felt 
they knew more about Montgomery than Montgomerians do. They 
even went so far as to dictate to the city of Montgomery that they 
submit plans for the outlying areas outside the city limits, but within 
the police district, because they were close to the project. 

Mr. Rarns. They changed the rules sometime during the process. 

Mr. Mis. Oftentimes when it comes up in Atlanta they come 
up with an acceptable solution, and then it goes to Washington, and 
the man on the Potomac thinks he knows more about Montgomery 
than somebody in Alabama. 

I am sure the board of commissioners, and the city of Montgomery, 
have done more than could be reasonably expected in carrying out a 
program of slum clearance and urban redevelopment. I think the 
intent of the Congress has been completely ignored by an administra- 
tive determination, and that is true not only in Montgomery, but in 
every town trying to carry on a program. 

You saw the exasperation of the mayor of the city of Birmingham 
this morning, and I am sure the mayor of Montgomery has the same 
problem. 

Mr. Grant. Weare very much concerned about that. 

Thank you very much. 

Thank you, Mr. Chairman. 

Mr. Rains. George, we are glad you came. We wish you good luck. 

Mr. Mitts. Mr. Chairman, I will now return to my statement. 

Mr. Rains. Very well. 

Mr. Minus. The relationship between the local authorities and the 
Federal agency is controlled by an annual contributions contract. 
The annual contributions contract form was agreed upon by the 
representatives of the local housing authorities and the Federal 
agency soon after the passage of the Housing Act of 1949. This 
was a useful document which embodied the responsibility of each 
of the parties thereto and hed withstood the test of time, but with 
the passage of the Housing Act of 1954, which imposed new con- 
tractual obligations, it was necessary to review the contract. Instead 
of limiting the additions to those 1 required by the legislation, the 
Federal agency used these changes to dictate a new contract and 
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by unilateral action forced contractual conditions upon local authori- 
ties without regard to the responsibility of the local agency and local 
housing authorities. 

Representatives of local housing authorities from all parts of the 
United States met in W ashington, weighed the new contract require- 
ment in the light of experience, and made suggestions as to revision, 
omitting those things that were not required by Jaw. Allof the ane 
ing of the local officials was disregarded, and the new contract w 
issued on a take it or leave it basis. The new contract virtually ani 
the operating manual of PHA, which has become known as the 5-foot 
shelf of confusion, the actual requirements by PHA. These manuals 
could and should be reasonable guides to a good and useful operation. 
They should be stripped of the parts that are in conflict with the 
annual contributions contract. They should be stripped of repetition. 
They should be stripped of the costly and expensive procedures. 

Yes, I realize as the legislative branch of our Government there is 

very little that you can do in the administration of these programs. 
On the other hand, I think that much can be done if you and your 
‘fellow Members of the Congress will in unmistakeable words set out 
the role of the Federal agency. If you do this I think you can look 
for a more efficient, useful operation of the program that will accrue 
to the benefit of the people of this country who are so badly in need 
of our services. 

(The material above referred to is as follows:) 

THE HovustinG AUTHORITY OF THE CITY OF MONTGOMERY, ALA., 


Montgomery, Ala., March 20, 1956. 
Mr. W. B. MILzs, Jr., 


Greater Gadsden Housing Authority, 
Gadsden, Ala. 

DraAR WALTER: We welcome your selection as Alabama‘s representative before 
Mr. Albert Rains’ Subcommittee on Housing of the Banking and Currency Com- 
mittee, House of Representatives. We hope some of the following may find a 
place in your presentation: 

A. General 


(i) The broad general purpose of Congress in enacting the slum-clearance 
provisions of the Housing Act of 1949 have failed largely because the Commis- 
sioner of the Urban Renewal Administration, which superseded the Director of 
the Division of Slum Clearance and Urban Redevelopment, have both subjugated 
the broad program to petty, minute specifics and regulations instead of initiating 
a broad outline generally applicable on a national scale. Urban Renewal Admin- 
istration, Housing and Home Finance Agency, is still striving for a degree of 
regulations not possible with the personnel available nor necessary under the 
legal authorizations of Congress. 

(ii) The time required for processing application is grossly excessive. Note 
item I enclosed. Three and one-half months were required to process our final 
project report for Houston Hill, although two unofficial submissions had pre- 
viously been reviewed by the governmental agency. 


B. Specific comments 


(i) The Commissioner of URA-HHFA has required a partial and is still insist- 
ing on a complete land-use plan for the city of Montgomery to include the area 
enclosed within the city’s police jurisdiction, in spite of four previous decisions 
that Montgomery’s general plan was adequate. Documents to prove this point 
have been submitted heretofore to Congressman Rains. We contend that such 
a plan has no practicable value and will cost the city about $10,000. See item II 
enclosed. 

(ii) The URA-HHFA always makes the city’s task as difficult as possible. 
Note in the copy of the URA-HHEFA letter dated December 16, 1955, approving 
the Houston Hill submission, part I, final project report, the great and minute 
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tasks imposed upon the city; also, the arbitrary rezoning required to determine 
prices of project land to be reused for public purposes. See item 2, second part. 

(iii) There is no coordination between governmental bureaus, specifically 
Urban Renewal Administration, Federal Housing Administration, and Public 
Housing Administration, all Housing and Home Finance agencies. Each has its 
own regulations and operates without any give and take with the others. For 
example, section 221, Housing Act 1954, is still subject to Federal Housing 
Administration screening processes, and the section will not aid families to be 
relocated from a slum project unless the family meets all the Federal Housing 
Administration’s requirements. In spite of this fact, the III Region Adminis- 
tration insisted that Montgomery file application for this so-called relocation aid. 

(iv) The Commissioner, URA—HHFA or his representatives, do not hesitate to 
negate or abridge any plan of the LPA even though approved by URA-HHFA. 
Example, though the determination of the land area to be included is a local 
determination, this LPA was ordered by Administrator Harrison to purchase a 
small triangular piece of land from the Alabama Power Co. See item III. We 
consider this a flagrant violation of our prerogatives. So far we have not 
actually bought the property but probably will as the most practicable solution. 
C. Land disposal 

(i) Disposal of project land: The North Montgomery project is being executed 
pursuant to the provision of contract UR-ALA-LC-1, dated June 30, 1953, under 
subparagraph (D), section 106, land provisions. The contract specifically states 
that all project land will be made available at “its fair value for uses in accord- 
ance with the redevelopment plan.” Subsequently by regulations wholly one 
sided; i. e., local public agency letterNo. 36, July 19, 1954, now in part 3, chapter 
6, dated July 7, 1955, of the LPA Manual and with utter disregard to existing 
contracts, the Commissioner URA-HHFA, by the regulation above, requires 
disposition of project land by competitive bidding for our North Montgomery 
project, whose reuse is almost wholly for heavy industry, and where we had 
hoped to bring outside industry to Montgomery. To invite an industry to 
acquire this land by auction or other competitive bidding, then to locate here 
would prove almost impossible. We intend to stand on our contract. We do 
not believe the clear provisions of the contract can be nullified by ex parte actions 
of Commissioner Follin. 


D. Relocation 


We thoroughly concur in the relocation requirement that site families be re- 
located in safe, sound, and decent living quarters. We believe that nonwhite 
families residing in slum areas are not able to afford normal rentals (generally 
in excess of $25 per month) charged by private enterprise for minimum housing; 
therefore, we believe low-rent public housing is the basic solution to the reloca- 
tion problem. 

So vital is low-rent public housing to relocation that we believe legal authority 
should be enacted to authorize an additional number of low-rent public housing 
apartments by the Public Housing Administration on certificate of the governing 
body of the city that said apartments are required for relocation of families 
displaced by governmental action. 

Future requirements should be estimated on a national scale and authorized 
annually by the Congress. 

E. Workable program 

The legal requirements of a workable program for slum clearance and/or 
urban renewal projects should specifically provide that if a city has a certifica- 
tion at the time the complete application is filed; i. e., part Il, final protect 
report, the project is eligible. This is needed to protect the city. Example, 
Montgomery filed part II, final project report on March 2. Our current certifica- 
tion expires on May 1, but we have no assurance that URA-HHFA will not 
delay approval of the project beyond May 1, 1956, and then disqualify because 
the city has no workable program. 

We sincerely hope these observations may be of assistance. 

Sincerely, 
CHARLES P. Rogers, Erecutive Director. 


Mr. Rarns. Walter B., I can’t say anything better about your state- 
ment than to say what Ralph leaned over and whispered to me awhile 
ago. “That fellow seems to know what he is talking about,” and 
you really do. That is a wonderful statement. I see a lot of the 
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administrative side which we Members of Congress are not too well 
informed on. We appreciate your statement. It is one of the finest 
that has been given. 

Any questions, gentlemen ? 

Mr. Gamer. You say we could clarify some of the whereases and 
so forth; you can put it into the law, and it is in the law now, but 
you can’t make them follow it. The only thing you could do was 
add possibly, and we mean it. 

Mr. Mitts. Mr. Congressman, I hope you will say just that, and 
we do mean it. The 

I hope that you will write in—I keep banging around at this in 

the testimony—I hope you will read it again when you get back to 
your offices. 
* T have talked with the administrators of these agencies. They 
become captives of their own staff. They become captives of a sys- 
tem. They would like to eliminate it. I go to them and talk to them 
privately, and they say, “Sure, something should be done about it. 
I had to back up my staff.” I said, “All right, I will come back 
tomorrow.” 

In the meantime you knock some heads together. You go back 
tomorrow and get the same answer. It was so bad in the contractual 
negotiations that we had to write each other letters. We didn’t dare 
look across the table at one another. 

Mr. Gambier. I have heard that before, too. 

Mr. Asutry. Let me ask you one question, if I may. 

Going back to the problem of the workable program requirements, 
you say: 

We feel that a workable program is desirable but should not be mandatory 
to receive Federal assistance for a program of slum clearance, urban development 
and renewal and recommend that this requirement be waived. 

Now, if that requirement should be waived, what guaranty would 
remain that the taxpayers’ dollar is going to be protected and spent 
really for the establishment—well, first of all, for elimination of 
slums, and secondly, for a future which will not find new slums 
occurring. 

Mr. Mixxis. Congressman, let me answer you by saying this: 

Having submitted applications both preliminary, final, and for 
loan in grant, I can tell you, sir, and I am sure that Congressman 
Widnall will agree with this, that every precaution is right in that 
plan itself to protect that. In every one of them you have to build 
up to a natural barrier or to boundary streets. The plan itself is 
something that will protect itself. 

This is one of the fallacies of Federal domination. They rely upon 
the philosophy that they, and they alone, are the guardian of the tax- 
payers’ dollar. They forget that local officials are just as responsible 
for public funds as are they. 

Mr. Asuiey. No, but the money is coming from Washington. 

Mr. Mirxs. But how did it get to Washington? We paid it there— 
taxes from people in local communities from all over the Nation. 

Mr. Asutry. You see the point? 

Mr. Miurs. Surely. Big cities like New York, Philadelphia, and 
Birmingham have a planning commission. The zoning ordinances 
are already there. Those are going to be carried on with or without 
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the requirement of a workable program. I say they should not make 
it mandatory for the allocation of a program of urban renewal. 

Do you know how far the workable program requirements go? 
They make you submit documented evidence of the city’s ability to 
maintain it; how many people are going to work; how much budget is 
available for all of the required departments, and all other depart- 
ments in the city. 

Now, the people are just not available, first; second, the cities 
can’t afford to hire that sort of a staff or to divert that much of their 
revenue. Do you see what I mean? 

Mr. Asuiry. Yes, you think it goes too far. That is your principle. 

Mr. Miuus. It goes far too far. 

Again, like the Congressman says, you can say we mean it. You 
try to write what you think is a workable program, and then they will 
vo beyond that because they have a different concept of what it is. 

Mr. Gamsie. Well, isn’t it true too that you just can’t write regula- 
tions for the whole United States? It is too big a country and you have 
got problems here, and there are problems in New York, and in Los 
Angeles, and the difficulty is they don’t recognize that. We ought to 
have 3 or 4 programs. 

Mr. Mitis. Thank you very much, Congressman. I was hoping 
you would say that. That is my point, that this program should be 
imbued with local responsibility to meet the needs at the local level 
where they occur. That is what I am fighting for. That is what I am 
asking you to write into the legislation. That is exactly it. 

The program is entirely too formalized. In other words, they have 
gotten so wound up in this red tape that they are stumbling and falling 
from their own creation and taking down with them the local public 
officials who are charged with doing the job at the level where the 
people receive the services. 

Mr. Rarns. Any other questions, gentlemen ? 

Mr. Asuiey. You certainly make one of the most forceful and per- 
suasive arguments that could possibly be made for a very good cause. 
You state your position nobly. 

Mr. Minus. Thank you very much, Congressman. 

Mr. Exxtorr. Mr. Chairman, I would like to interrupt. 

Mr. Ratns. Mr. Elliott. 

Mr. Exxiorr. I would like to commend Walter B. Mills on the fine 
statement that he has made. I know of his interest in housing, going 
back over the period of the years. I recall in 1946 or 1947 at the 
American Legion convention of Alabama, the Legion was about to 
pass a resolution condemning or opposing at least public housing and 
Walter Mills obtained the flood to explain the housing program to the 
convention, and it reversed itself, and it reversed itself because he was 
so superior in knowledge of what the program was about to anybody 
else present that he was able to explain it as finely as he has today. 

I have occasion to say many times every year how forceful his leader- 
ship is in the field of public housing, but I might say this, also, Mr. 
Chairman, that aside from that, I think the best day’s work he ever 
did was to marry a charming and talented girl from my hometown. 

Mr. Miuus. Thank you very much, Mr. Congressman. I agree with 
you, that was my best day’s work. 

Mr. Ratns. Mr. Widnall. 
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Mr. Wipnatu. Mr. Chairman, I don’t have any questions. I would | 
just like to characterize Mr. Mills’ testimony as being of a highly con- 
structive nature, and it is a pleasure to get testimony that has so much| 
meat in it, offering good suggestions to our committee. 

Mr. Mis. Thank you very much, Mr. Congressman. 

Mr. Gamaue. It has been so good that Mr. Widnall is going to take 
your statement home and read it again and study it. 

Mr. Ratns. The truth is there will be a great many people who will 
read this statement again. I will assure you of that. 

Mr. Mus. If I can be of any further help to you, to any of the 
Congressmen or to this committee, I hope that you will call on me. 

Mr. Rats. Thank you very much, Walter B. 

Mr. Mirus. Thank you again for the opportunity of testifying. 

Mr. Ratns. It was a very interesting discussion. 

I have a statement here of Mr. Carl Wi egand, which we will place 
in the record as if he presented it here. 1 would like the record to 
show that Mr. Wiegand is a new appointee down here, which I assume 
means he isa Republican, who is doing a good job. 


STATEMENT OF C. A. WIEGAND, DIRECTOR, BIRMINGHAM 
INSURING OFFICE, FHA 


Mr. Wixeanp. It is understood that this subcommittee is particu- 
larly interested in hearing from us about FHA’s part in providing 
houses for Negroes. 

During the period extending from October 1, 1954, to October 1, 
1955, the Birmingham insuring office received 243 applications involv- 
ing Negro dwellings, all but 3 of which resulted in the issuance of com- 
mitments. Ten of these applications involved existing houses and 
233 involved proposed construction. We issued 203 operative-builder 
commitments covering single-family dwellings to be built in 6 sub- 
divisions, 3 of which were located in Birmingham, 1 in Montgomery, 
and 2 in Tuskegee. 

It is probable that more applications involving nonwhite mort- 
gagors would have been received had it not been for the difficulty in 
obtaining permanent financing except at a prohibitive cost. Builders, 
mortgagees, and prospective homeowners have reported that it is hard 
to obtain long-term loans for Negroes even when FHA mortgage in- 
surance is assured, and we understand that some sales are presently 
being held up because of this difficulty. The brightest spot in this 
picture is the voluntary home mortgage credit program. Through 
its efforts financing has been obtained ‘for minority group housing that 
was previously unavailable. However, the reluctance of many lending 
institutions to engage in this type of mortgage lending still constitutes 
a major problem. 

It is worthy of note that a 1950 consumer analysis of greater Bir- 
mingham made by the Birmingham News and the Birmingham Post- 
Herald reported that the income of Negroes in Birmingham i is higher 
than in any other southeastern city, and that over 43 “percent of the 
Negroes in this area own-their own homes. We believe that more re- 
cent statistics would show an even higher percentage of homeowner- 
ship. 

The staff of the Birmingham insuring office has exerted every effort 
to encourage the produc tion of better housing accommodations for the 
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minority group wherever there has been a demand. We have worked 
closely with our racial relations officer in order to gain a more inti- 
mate knowledge of Negro needs and preferences ; we have participated 
in meetings of the Jefferson County Coordinating Council of Social 
Forces, and have worked with other groups in an effort to further this 
‘ause, and we have leaned over backward to resolve all reasonable 
doubts in favor of minority group projects. 

There are, of course, problems other than the previously mentioned 
one of obtaining mortgage financing. Minority group incomes are 
relatively low and acceptable locations are scarce, particularly for 
large-scale developments. However, none of these ae is insolu- 
ble and it is believed that FHA will continue to make valuable contri- 
butions to progress in this field. 

Mr. Rarns. The next and last witness for the day is one of Ala- 
bama’s best known citizens. I am not going to say how long he has 
been connected with the land-grant college of Auburn, but no man 
in Alabama has done more for the farmers than has the next witness, 
Mr. P. O. Davis, extension director of the land-grant college at 
Auburn. 

P. O., we are delighted to have you. We are sorry to keep you 
waiting, but you see how this session goes. It is a grinding process. 
We are delighted to have you here to talk about farm housing. 

When setting up this housing hearing, the first man I wanted to 
find on farm housing was you. So I called you up and we are de- 
lighted to have you here. 


STATEMENT BY P. 0. DAVIS, DIRECTOR OF THE EXTENSION SERV- 
ICE OF THE ALABAMA POLYTECHNIC INSTITUTE, AUBURN, 
ALA. 


Mr. Davis. Thank you very much, Mr. Chairman. 

I want to tell you I am delighted to be here, and I want to say amen 
to all of the good things that have been said about you. I would like 
to add a good big orchid for every member of the Alabama delegation 
in Congress along with you. 

Now, Mr. Chairman 

Mr. Rarns. You may proceed any way you see fit. 

Mr. Davis. Thank you a lot, Mr. Chairman, 

I will abridge the introductory part with this comment and say at 
the beginning I am staying almost entirely on the needs in rural 
housing, and that is what you requested me to do. 

At the outset you will notice I call attention to the fact that I am 
using data largely about Alabama because I know more about it than 
any other State and because Alabama is about an average State in both 
population and in land area. Our people in Alabama, grouped by 
the last census, is as follows: 31.4 percent as rural farm; 24.8 percent 
as rural nonfarm; and 43.8 percent as urban. 

The corresponding figures for the United States were 15.7 percent, 
20.6 percent, and 64 percent. 

You will remember those are figures for the census, the last census, 
and they have changed some since then. 
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Alabama’s portion of farm people is about twice that of the Nation. 
We have 176,000 farms in Alabama, and we have about 400,000 homes 
of all kinds and purposes on those farms. 

Now, in Alabama, as in other States, there are many nonfarm 
people living in the rural areas, and that, by the way, is increasin 
our housing situation, our housing problem and needs. Let me ad 
also there that I am recognizing at the outset that three essentials 
of civilized people are food, raiment, and shelter. I have been sur- 
prised as I look back over it to realize, as I have and you have, that 
science and technology in this country has enabled us to conquer 
the major problems of food and raiment to the extent that we now 
have big surpluses of both food and fiber, but this is not true of 
housing, in which we are yet very deficient, especially on farms. 

Now, I assume, Mr. Chairman, that was or is one of the major 
reasons for your committee and the fine work that you are doing. 

And there I want to add just a few figures here that you reminded 
me about in some of your comments earlier today. 

Of these three essential needs, I find from the President’s economic 
report that the American people now, based on the typical family 
spending after taxes, is using the smaller portion of its income or the 
smallest in years for food and we are using the smallest on record for 
clothing and for shoes, but for housing we are using more. 

Now, that was a thing that you mentioned, a fact that you stated 
2 or 3 hours ago. 

To be more explicit, that typical American family in 1955 used out 
of its budget after taxes 25 percent of its income for food compared to 
27 percent in 1947, For clothing and shoes, the figure was 7.7 percent 
against 11.1 percent in 1947, and for housing, the figure had climbed 
up from 9.1 percent in 1947 to 11.6 percent in 1955. 

Now, that, as you will notice, Mr. Chairman and members of the 
committee, is a big increase in that short a time, 8 years of the family 
budget for housing. 

Incidentally, the automobile part is at the highest ever. It moved 
up from 3.7 percent to 6.3 percent. 

I want to say here that a good deal that I am saying, Mr. Chairman, 
is based upon a survey made by a joint committee of which Dean 
Smith of our own experiment station was one member, in a housing 
survey in 1948 and 1949, in these counties here. 

Now, this is largely the Southeast. Here is Alabama, and those 
counties on that map were the counties in which that survey was made, 
and as a basis for this Creme ee here, Farm Housing in the South. 


Mr. Rarns. Who published that ? 


Mr. Davis. That was published, Mr. Chairman, by the committee 
that had it in charge. 
Mr. Ratns. Do you have an extra copy ? 
] 


Mr Davis. I will get one. 

Mr. Rarns. I wish you would send one to the committee. 

Mr. Davis. I will be glad to do that. 

Let me add that Government money was used in that. The exact 
name of it was the Research and Marketing Act of 1946, and that was 
a joint survey. 

Now, from that book there and that report, a study of 1,507 farm 
families, and from the census and from other reports, I got the facts 
as revealed on page 3 of this statement, showing, for example, that 
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34 percent of all rural homes in Alabama are over 39 years old. Fifty- 
one percent are less than 39 years old, with 11 percent unknown. 

The other figures there are brought out so that you may see from 
that survey and related information the condition of Alabama farm 
homes. 

At the bottom of the page we bring out the fact that the data 
therein, just. presented, is verified by the work that we have done in a 
number of our farm homes in Alabama through the farm and home 
development program show that they are about that way and also the 
fact that these farm families do have many definite plans for either 
building new homes or for remodeling or improving the homes in 
which they live. : 

Then there at the top of page 4 I call attention to the fact that the 
farm home should be a little bigger than the urban home because the 
farm family is a little bigger, as shown by the census; 4.13 persons 
per rural family and 3.44 persons per city family. 

Just in passing, I mention the fact that the first census found 5.7 
persons per family. ' 

Then next there on that page I bring out the fact that we are in- 
terested in buildings for things other than for homes, but the home, 
of course, is the most important, and as we look at that, we will see 
that the building needs there are very big and very important. 

Now we change from crop farming to animal farming, and we have 
changed our way of living. 

For example, there on page 5, I mention the fact that the old smoke- 
house has about disappeared from most places and that other types 
of structures have largely disappeared because of the change in the 
way people live now, especially in the purchase of food, rather than 
making as much as they should. 

Then further down I bring out the fact that it has been my opinion 
for a long time that farm people would have the kind of homes and 
equipment in them that they really would like to have if their income 
would justify it, and near the bottom of page 5, I will read there 
again, this conclusion is supported by the records of the Federal Land 
Bank of the Farm Credit Administration in New Orleans, which 
reveals that farm people are not now going as strong for new homes 
or for repair of old buildings as they did a few years ago when their 
net income was much higher than it is now. 

In 1953 more than half or 53 percent of all applications in these 
three States here of Alabama, Louisiana, and Mississippi, in making 
applications to that land bank for loans, requested that part of the 
money be used for either a new building or for improvements of old 
buildings. 

This figure dropped to 31 percent in 1954 and to 28 percent in 1955, 
or almost in half in 2 years, 1953 to 1955. : 

Now, with that I will take up the more explicit figures which I 
want to use to bring out the great financial needs and I am going 
to read that. | 


The following are good estimates of financial needs for Alabama 
farm buildings: 

_ 1. Since 34 percent of all rural homes are 39 years old or older it 
is safe to estimate that at least 25 percent (100,000) of all of them 
need either complete replacement, additions, or major repairs. 
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(a) Replacement costs vary from $6.50 to $9.50 per square foot 
due to type of construction and location. The average house for a 
family of 4 is 5 rooms, or a floor area of about 1,200 square feet; or 
a total of $7,800 to $11,400 for 1 new house of 5 rooms for 4 people. 

(b) There are 67 counties in Alabama. Therefore, 1 new house 
per county presents a financial problem of $522,600 to $763,800 for 
1 State alone. 

Now, that is from half a million to three-quarters of a million 
dollars needed for 1 house of 5 rooms each per county. 

Mr. Gampte. In one State? 

Mr. Davis. That is right. 

Mr. Gamer. That shows the enormity of the whole program. 

Mr. Davis. That is correct, and I will comment on that a little 
later, Mr. Congressman. 

If we apply this to the 2,000 farm counties, and that 2,000 is con- 
servative in the United States, we get $15,600,000 to $22,800,000 for 
only 1 new home of 1,200 square feet per county. 

Mr. Ratns. You are conservative on your counties. There are 
3,000 counties in the United States. 

Mr. Davis. That is correct. 

Mr. Rarns. Oh, you said farm counties. You are about right. 

Mr. Davis. That is about right, and I am trying to be conservative, 
because the figures are actually mighty big, even on that basis. 

Mr. Gamesrr. The figures are tremendous. The average person has 
no idea of what the problem is. 

Mr. Davis. That is correct. If we apply it to that 25 percent, that 
is the 100,000 houses which need either new building or major repairs, 
in Alabama alone we get $780 million to $1,140 million. That gives 
us that part of it. 

Studies have revealed that 75 percent of Alabama farm machinery, 
valued at $250 million, is not adequately housed; that 125,000 sheds 
of 1,200 square feet each are needed. At 50 cents per square foot, 
this total would be $75 million. 

At least 100,000 of Alabama’s 176,000 farms now need storage space 
for hay. To store 21 tons of hay requires 400 square feet of barn 
space. At $1 per square foot (materials and labor) this would total 
$40 million for 100,000 farms for adequate hay storage alone. 

Dairymen need, in addition to hay, one-half ton of silage per cow 
per year, or 80,000 tons of silage capacity for 160,000 cows; a total 
of $400,000 at $5 per ton. 

Farm storage for 30 million bushels of grain. Good storage ott 
costs about 50 cents a bushel, or $15 million for 30 million bushels. 

Now, right there I mention poultry and I want to say this to this 
commi‘tee: That there isn’t satisfactory land bank credit available 
for building poultry houses in Alabama. There is commercial credit 
available—banks and other institutions. 

Mr. Rarns. That is an odd thing to me. Of course, I am for that, 
but did you know that the FHA—am I right in this—the FHA will 
make a loan on a broiler house for a chicken but you can’t get one 
for a human being out on the farm. They lend on broiler houses. 
it is a terrific help to the broiler program, but I have often wondered 
if they could do it for chickens, why couldn’t they do it for people? 
Mr. Davis. Well, that is one of the problems. 








Seca iT ES 


























i 
BA 
é 


me 


ae 


eae oa 


Seebiegs 














INVESTIGATION OF HOUSING, 1955-56 97 


Coming on down on the hog side of it, all that, gentlemen, is put 
in there to reveal explicitly to you the enormity of the building needs 
on Alabama farms for homes and for farming. 

Mr. Exuniorr. Mr. Davis, let me ask you a question right there. 

What could be done to get the Federal land bank to lend money 
for farm buildings such as poultry houses ? 

Mr. Davis. I don’t know the answer to that. I have had it up 
with them and they say that their surveys showed that the broiler 
house does not have the stability of income that is needed to justify 
valuing the house as part of the farm loan. 

Mr. Rains. I should make one correction to what I said: I 
FHA lends the money. I didn’t mean that. The FHA insures the 
money. The FHA is an insuring agency and not a lending agency, 
of course. 

Mr. Davis. That is correct. 

Mr. Exuiorr. It has always seemed to me that the Federal land 
bank was the one agency that ought to be in a position to make these 
broiler Joans. Perhaps you know that in the Seventh C ongressional 
District up here the production of broilers is coming to be and rapidly 
approaching right now the highest source of our agricultural income. 

Mr. Roserts. Will the eentlem: in yield? 

Mr. Exviiorr. Yes. 

Mr. Roserts. I think that was covered pretty well at Broiler 
Festival. 

Mr. Gamste. Isn’t it the proper function of that organization rather 
than of FHA to make a loan if one is to be made ? 

Mr. Exxiorr. Well, I have been disappointed in that. 

Mr. Rarns. The simple truth is that the Federal Land Bank Act 
would not give them that authority. They don’t have the authority 
in the act. If you believe that, it would be a good amendment to offer. 

But there is no authority in the act. The Federal land bank is a 
very conservative outfit, as you know, too conservative. They will 


only lend about 60 percent of the value of the entire farm; I think that 
is correct. 


(Discussion off the record.) 

Mr. Davis. Mr. Chairman, they do take into consideration build- 
ings, as I pointed out here, the number for building improvements or 
additions, but it happens that the broiler house is something that they 
do not take into consideration. They will consider other barns, but 
they say it is because of the instability of the income in the broiler 
house. Yet, as Mr. Elliott mentioned, the broiler industry is the sec- 
ond biggest cash producer on Alabama farms. 

Now, Mr. Chairman, I want to comment just a little more. 

You see how big it is when you get into it, and I am saying here at 
the top of page 8 I wish that I could tell you how to finance all of these 
buildings. I realize, as you do, that a sound agriculture is the first 
essential to adequate houses and equipment on farms, including homes. 
This, of course, is a subject of vital concern to everybody. It is, to 
be sure, a master challenge to all of us. 

Money requirements of everything in farming and about farming 
have increased enormously the last decade. There is now nothing 
in sight to indicate a cessation of money increases; and this fact 
vitally connected with building on farms. 


said the 


is 








QS INVESTIGATION OF HOUSING, 1955—56 


I regret that we do not have credit for farm buildings in keeping 
with the credit that is available for building homes in cities. But 
the two present a different financial structure. 

Any loan for any purpose to be sound must be sound to both lender 
and borrower. No farmer can afford to borrow for buildings without 
reasonable assurance of ability to liquidate the loan. The same is true 
of the lender. 

Yet there is great need for financial structure for farm buildings 
that is adequate and sound year after year. 

I want to add just a little comment there. Something was said 
today about small bake lending money for these things, and I happen 
to be a director of a little bank, and I know that little banks, most of 
them, Mr. Chairman, in Alabama, do not have the money available for 
unlimited loans. 

For example, the national laws limit the amount that a national 
bank can lend on mortgage loans to either its capital structure or to 
60 percent of its savings. 

Now, we have to watch in our bank at all times to keep from going 
above the loan limit there, and I am sure that the same is true of many 
others, and we are not lending out in the farms. What I am saying 
is this: Most of rural Alabama is a deficit financial area for buildings. 

Mr. Rarys. The money is just not available. 

Mr. Davis. The money just isn’t there. Some people think that a 
bank can just make a loan if it is a good loan, but I would imagine 
that most smaller banks in Alabama are unable to make a number of 
good loans that they would like to make because the amount of money 
simply isn’t in the bank to make the loan without violating some 
regulations. 

We at times when our mortgage loans get up too high or rather 
when the savings go down, and they fluctuate, you know, in banks, 
we will either have to collect or we have to sell some papers, and there 
is one of the great problems. 

I am saying that because it is my belief that this credit or financing 
has got to be tied in somewhere through some channel to the bigger 
money markets. I don’t think it can be done in the rural areas of 
Alabama and the other States, perhaps all of the other States. That 
is my thinking. 

Mr. Rarns. It would take some kind of Federal Government 
program ¢ 

Mr. Davis. That is correct. I am sure that is right. 

Mr. Wipnaww. Mr. Chairman, isn’t that what they are trying to 
do with the voluntary home mortgage credit program ? 

Mr. Rains. It is what they are trying to do. 

Mr. Davis. I am not going into that side of it. 

Mr. Wipnatt. No, I understand. 

Mr. Davis. Now, Mr. Chairman, let me ask this—say this: 

Following the money side, I realize that education is a trenmendous 
factor in all of this, and that the land-grant college, as stated here, 
through its experiment station, and you will get some of that tomor- 
row, certainly has a great responsibility in both research and in exten- 
sion or education. 

You know that Senator Sparkman and Congressman Jones and 
others mentioned that this morning. 
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Now, although the financial needs as herein presented are astro- 
nomical, they are not in my judgment insurmountable. In fact, much 
progress has been made in new buildings and in improving old 
buildings on Alabama farms the last decade. And the same is true 
of all States. 

The size of the problem before us is based upon the fact that 
Alabama is a big State with a lot of people on farms; and farm 
buildings were neglected entirely too long, due to many factors, with 
the farm economy as the major factor. 

Farm buildings are vital, not only to farm people, but to ali people 
because the total economy is involved in building materials, in labor, 
in finances, and in other building essential. I doubt if there are 
enough trained plumbers, for example, to do in 10 years as much 
farm plumbing as ought to be done this year. That is an offhand 
opinion, off-the-cuff opinion, but I feel sure that it is right. But it 
cloes mean a lot to the whole economy. 

A final fact, in my judgment, is to repeat that the American people 
have conquered the problems of producing food and fibers for all 
needs to the extent that we now have surpluses. As I see it, the era 
ahead will be one for emphasis upon buildings on farms—buildings 
for efficiency, buildings for comfort, and buildings for progress 
in a great and growing Nation. 

To that I want to say this: The problem is so big that we are not 
yoing to solve it by making little a We have got to make some 
Ge plans, and then activate them. 

That is all I want to say. 

Mr. Ratns. That isa very good statement, Mr. Davis. 

2 [ will quote Ralph again. He wanted to know if you got this up. 
There is a lot of work in it. And you have done a lot of work on your 
statement. 

Mr. Gameie. Tremendous. 

Mr. Rains. I would like to say this, and I don’t get to say it as often 
as I should: 

This committee really appreciates the effort of people all over the 
United States, of people who put long hours of hard study into these 
fine statements cal come to help us to doa job. You would be amazed 
to know the amount of time, effort, and study that have gone into 
the testimony such as you have presented to this committee. We are 
really grateful for it. 

I really believe that we are compiling a series of reports and hear- 
ings which will turn out to be sort of a bible for anybody who wants 
to know anything about housing in this country. 

We appreciate your contribution. 
Mr. Ciasin. These facts he brings out, a lot of them were never 
heard before. 

Mr. Ratns. That is right. 

I wish you would send that book so the committee staff will have it 
available. 

Mr. Davis. I will do that. 

Let me add this, Mr. Chairman. 

Of course, I am delighted and honored to do it because we want 
to work with you folks, especially with Albert ; we have been good per- 
sonal friends for a long time. I am delighted to do it, and finally, I 
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want to say again, I want to emphasize the fact that the economy of 
this Nation in my judgment in the future is going to be worked out 
largely around this building problem if we do it like it ought to 
be done. 

Mr. Rarns. I think it has great possibilities. I want to express my 
deep appreciation to the members of my committee who at 5: 30 in the 
afternoon are still sitting by participating in the hearing. 

I will name them: Mr. Gamble, Mr. Widnall, and Mr. Ashley, and 
members of the Alabama delegation who are present. 

I am grateful to you fellows for staying with me. Thanks to every- 
body. 

The committee is in recess until 9 : 30 tomorrow morning. 

(Whereupon, at 5:30 p. m., the subcommittee recessed, to reconvene 
at 9:30 a.m., Saturday, March 31, 1956.) 














‘ 


PEI es & 





Al ek Sy 





INVESTIGATION OF HOUSING, 1955-56 


SATURDAY, MARCH 31, 1956 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON HovsINnG OF THE 
BANKING AND CURRENCY CoMMITTEF, 
Counci Cuampers, Crry Hatt, 
Birmingham, Ala. 
The subcommittee met at 9:30 a. m., Hon. Albert Rains, presiding. 
Present: Messrs. Rains, Ashley, Gamble, and Widnall. 
Also present : Mr. Huddleston. 
Mr. Ratns. The committee will be in order. 
We want to run on schedule today. 
Our first witness this morning is Mr. Lunsford, with the Farmers’ 
Home Administration. 

You may proceed, Mr. Lunsford. 


STATEMENT OF JAMES T. LUNSFORD, ALABAMA STATE DIRECTOR, 
FARMERS’ HOME ADMINISTRATION 


Mr. Lunsrorp. Thank you, Mr. Chairman. 

Of course, yesterday we told you how glad we were to have you in 
our State again, and we were especially grateful to you, Mr. Chair- 
man, for bringing your committee to us and listening to our prob- 
lems. 

I was convinced yesterday beyond all doubt that there were two 
things the members of this committee didn’t need to know about and 
that was the housing situation. It appears to me that you know more 
about the housing situation than we do. 

Mr. Ratns. Well, we would like to get it at the grassroots, the 
people who are doing the operation. 

Mr. Lunsrorp. Too, Mr. Chairman, we feel that you not only 
know about the housing situation but that you are determined to do 
something about it, and I would like to say on behalf of the farmers 
of Alabama that we certainly appreciate the efforts of your com- 
mittee. 

I have a statement that I have presented to you for the record. 
Rather than read the statement, I would like to just comment briefly 
on some of the facts that we have in the statement. 

Mr. Ratns. You proceed any way you wish. 

Mr. Lunsrorp. On the 176,000 farms that we have in our State at 
the present time there are some 100,000 buildings on those farms, 
Mr. Chairman, that are wholly inadequate for the purposes which 
they are intended to serve, and our problem is, of course, to replace 
or repair those 100,000 buildings. 
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Included in those figures are some 80,000 to 90,000 farm families 
housed in those buidings that are wholly inadequate for the needs for 
their families, and of course something must be done about it. 

The question is how we are going to approach the subject and how 
we are going to get the job done. 

There was some discussion yesterday about the virtues of the 
Farm Housing Act as compared with the Bankhead-Jones Act, and 
I would like to just make some statement to give the committee an idea 
of what we have done in Alabama under those acts. 

Under the Bankhead-Jones Act we have made some 5,300 loans. 
About 90 percent of those loans have included funds for improvement 
or repair or replacement of farm buildings, dwellings, and so forth. 

We expended $26,209,000 under the Bankhead-Jones Act. That is 
a start. That is only a start, and we realize it is only a start, but at 
the same time we are making progress. 

We have at the present time 60 applications that we are making that 
will eliminate the situation we are talking about on 60 additional 
farms to those we are talking about. We have made 200 loans ap- 
proximately this year. 

Mr. Rarns. Is this under Bankhead-Jones? 

Mr. Lunsrorp. Yes, under Bankhead-Jones. 

The 200 we have made represents a million and a half dollars. We 
are averaging right at the present time $6,616 per loan under Bank- 
head-Jones. 

Now, I would like to say this: We have made loans in every county 
in the State under Bankhead-Jones, with the exception of one. Wash- 
ington County is the only county in the State, and that county, as you 
know, is largely timber. But it is a county, and we recognize it, 
where it is hard to get in and make a farm ownership loan, and you 
know the situation. 

There is some possibility in the lower end of the county there where 
we might step in make a few loans, but it is going to be limited in 
that county. 

Now, under the Farm Housing Act we made 1,053 loans for $5,387,- 
993. 

Mr. Rats. How long a — of time were you making those? 

Mr. LuNsrorp. Well, of course you know the Farm Housing Act 
came in in November 1949, and actually, Mr. Chairman, we made loans 
3 or 4 months a year under the Farm Housing Act. We would have 
an allocation, and we would use that allocation up. 

Mr. Ratns. You would run out of money ? 

Mr. Lunsrorp. Yes, and we would stop. Then by the time we got 
in gear good, so we were out of money, so actually all told I guess you 
would say we were actually in business a year on farm housing. 

Mr. Rarns. Piecemeal. 

Mr. Lunsrorp. Piecemeal, yes. 

Mr. Rarns. That is one of the bad things about the housing pro- 
grams generally, the fact that they are a year-by-year operation too 
much, and the bills that we are offering this year, Senator Sparkman’s 
bill seeks 5 years, and mine seeks 3, and I think I am going to concede 
to his viewpoint. 

I would like to see a long-range program put into operation. 

Mr. Lunsrorp. There is another feature you could look into, the 
insured feature which would keep us in business the year round. 
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Mr. Rarns. Even if we had a 5-year carry, if we were to get that into 
the law, as I said yesterday, direct loans would never be the full and 
complete answer. You just couldn’t get enough money to keep it go- 
ing all of the time. 

Mr. Lunsrorp. So if we had the insured feature along with the 
direct appropriation that Congress would give us, that would do to 
ws in the farm-housing field what the Bankhead loans insured feature 
did in the farm-ownership field, and we would actually be in business 
12 months of the year. 

Now, under the Farm Housing Act we have 177 borrowers who 
have paid us up completely out of the total number of loans that 
we have made. 

Mr. Ratns. Was there any requirement on those loans as to how 
long they should run before they could be paid off by the borrower? 

Mr. Lunsrorp. A 5-year limitation. 

Now we have an excellent collection record. This was brought out 
here yesterday. We have had only one foreclosure in the State, and 
that was not due to the inability of the borrower or the soundness of 
the loan. It was outside influences which affected the loan which 
you might have in any program. 

Mr. Ratns. Did the Government lose any money on it? 

Mr. Lunsrorp. We lost $981, mostly court costs and litigation. 
Actually, there would have been no loss outside of the court costs 
and so forth. 

Mr. Ratns. Let me ask you this: Could an adequate farm home be 
built in Alabama for $7,000 ? 

Mr. Lunsrorp. Yes, sir. 

Mr. Rarns. I see some good farm leaders present this morning, 
so I want you to remember this statement : 

There is a section in the housing bill which has been in there all 
of the time, another one of those dormant sections that nobody has 
done anything about, but at this time we seek to give it special assist- 
ance, much like the cooperatives I mentioned yesterday whereby we 
set aside specified amounts of money. That section is 203 (i) of the 
Housing Act of last year. 

In the bill which I have introduced we are giving it special atten- 
tion, and in a great many sections of the country, for instance Long 
Island, N. Y., many places that we know about, section 203 (i) has 
been used to build farm homes. It is not necessarily a farm section, 
but it is a type of house that would fit ideally into the farm situation. 

It is not under your direction, that part of it, but I would like for 
Fred Kummer and Dean Smith, and you fellows that know about it, 
to check section 203 of the bill we have introduced and we think it 
might be of considerable aid and assistance to farm housing. 

We hope to expand that to where it may be the answer to people 
of low income, middle income, and farmers, to where they can get 
some benefits under it too, and we will give them special assistance 
on it if we can pass this bill. 

Go ahead, Mr. Lunsford. 

Mr. Lunsrorp. I would like to make a statement regarding the 
resent authorities of the Veterans’ Administration regarding farm 

ousing. 

I was in conference with the officials of that organization and thev 
are somewhat disappointed as the committee no doubt is as to the 
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results that they are getting from the provisions that they were given 
under that section. 

We, of course, are in a different position. We have county offices 
in each county and a full-time employee where the farmer can go 
in and sit down and our employee will take an hour or two or what- 
ever it takes to bring him up to date on the method of applying for 
a loan and the qualification and the actual filling out of the applica- 
tion, if necessary. 

I think that is the great difference between the service that we 
would be in a position to render as compared with any agency that 
has no field personnel. 

Mr. Rarns. Well, in addition, under title V you not only do that 
but there is set out in the act a farm management program which 
helps that farmer to work out what he needs to make those payments, 
and so forth, which is, of course, very vital to the farmer. 

Mr. Lunsrorp. Even so, we have many applications on hand that 
would be qualified under the other act, but the farmer for one reason 
or another won’t spend the time necessary, and the appraisal fee, and 
the other incidentals connected with obtaining the loan to get the loan 
under that provision. 

Mr. Asniry. I am having a little trouble here understanding exactly 
what the Farmers Home Administration is. You state in your testi- 
mony on page 2 that loans numbering 1,053 have been made by the 
Farmers Home Administration under the above authority. Just 
clarify that for me, will you, how that works ? 

Mr. Lunsrorp. We made farm housing loans under two acts, the 
Bankhead-Jones Act and the Farm Housing Act. The Farm Housing 
Act was primarily a housing act. 

Mr. Asuiey. Well, I understand those two, but what about the 
Farmers Home Administration. 

Mr. Ratns. He doesn’t understand the setup of the Farmers Home 
Administration. 

Mr. Lunsrorp. All right; the setup of the Farmers’ Home Admin- 
istration is this: 

We have two types of program. We have a farm ownership pro- 
gram. Basically, we operate under Bankhead-Jones for farm owner- 
ship. 

Mr. Rarns. Of course, you operate as an agency of the Department 
of Agriculture. 

Mr. Lounsrorp. Right; and we have offices in each county in the 
State. We make loans to buy and develop, enlarge, improve, or other- 
wise change the farming setup on the farm under the Bankhead-Jones 
Act. 

Now, that is a one-package deal. 

Then we have an operating loan which is a crop loan that is separate 
and apart from farm housing. We furnish not only the funds to 
develop the farm but we furnish the technical know-how and super- 
vision to make a success on the farm. 

Mr. Asner. I am very impressed. 

Mr. Rarns. Going back to this 203 (i) that we are quite concerned 
with, and you are correct in saying that in your agency you do cer- 
tain things which the FHA—I am talking now of the Federal Hous- 
ing Administration, is not set up to do for farmers, it would not be an 
impossible task for you to serve as the agent for the Federal Housing 
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Administration in making these contracts on application. They are 
only the insuring authority, of course. 

Mr. Lunsrorp. Well, I am not familiar enough with it, Mr. Chair- 
man. 

Mr. Rarns. I am thinking about giving you some more duties. 

Mr. Lunsrorp. We have plenty of duties, but at the same time I 
was just trying to point out the difficulty that the farmer has in get- 
ting a loan, and I think your committee is concerned with the things 
that he faces when he goes to try to obtain a loan for farm housing, 
and I am not concerned whether he gets the loan from us or from the 
FHA, Farm Housing, or Federal Housing. All I want is that the 
farmer gets the loan. 

Mr. Ratns. That is exactly what this committee wants, to see that he 
gets a fair break in this Government program like other people are 
getting. 

Mr. Lunsrorp. But I do know that the farmers tell us that it is 
easier to come into our offices because we will sit down and actually 
give him the guidance that he has to have in order to get the necessary 
paperwork out of the way. 

Mr. Ratns. Well, Congressman Jones was right yesterday when he 
said the average farmer, you give him that certificate saying he is 
eligible, he takes that to a couple of places and if it doesn’t do any 
good, he throws it away. He doesn’t operate the same as a man will 
who has a builder, and so forth, who knows how to go through all of 
the details that are necessary. 

Mr. Luwnsrorp. That is right. We experienced the same thing 
under the Farm Housing Act. The farmer will get a loan and his 
neighbor would need one. He would come into our office and we 
would tell him that we would take his application but we are sorry 
the appropriation is all gone for this year. 

Mr. Rarns. That isn’t good news to Congressmen for you to have to 
tell them that. 

Mr. Lunsrorp. But we have to tell them that. 

Mr. Rarns. I know, that is correct. 

Mr. Lunsrorp. So when they came back the second and third year, 
then we heard no more from him. Hestill needs the home. He still 
needs the building, but he got so discouraged with the delay and the 
inability of our agency to provide him with the necessary funds that 
he gave up. So I just wanted to point out to you and to your com- 
mittee that maybe the insured feature would eliminate some of that 
should we have a bill on that point. 

Mr. Rats. I think we should carry the insured feature and the 
direct loan. I don’t want to eliminate it. I would rather expand 
it some. 

Mr. Lunsrorp. Then there are a group of people that made appli- 
cations to our agency who were part-time farmers that we weren’t able 
to reach under Bankhead-Jones, nor were we able to reach that farmer 
that is just a little bit larger than the family-type operator. We 
were limited of course to the family-type operator. 

Mr. Rains. On direct loans, it is my feeling that they should be 
limited to a family-type operator on direct loans, because there ought 
to be other provisions under the private enterprise setup whereby those 
above the family-type farmer could be assisted. 
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You see, actually that farmer you are dealing with on income basis, 
if he lived in town, he would be eligible for public housing. 

Mr. Lunsrorp. That is right, absolutely. 

Mr. Ratns. Thank you, Mr. Lunsford. 

In Alabama we are proud of what has been done with the farm 
loan and as so many said yesterday, I think this State has had real 
emphasis on it as far as the program goes. We think you are doing 
a a job with it. : 

Mr. Lunsrorp. I appreciate that very much. 

Mr. Rarns. The only thing we want to do is give you a little more 
money so you can do a better job. 

Mr. Lunsrorp. I will say this: We will certainly make it available 
to the men that you make it available to. If you give us some money, 
we will see that he gets the loan. 

Mr. Rarns. Thank you very much, and you may put your whole 
statement into the record. 

Mr. Lunsrorp. Thank you. 

(The statement follows :) 


STATEMENT OF JAMES T. LUNSFORD, ALABAMA STATE DIRECTOR, 
FARMERS’ HOME ADMINISTRATION 


FARM HOUSING NEEDS 


Mr. Chairman, I appreciate the opportunity to appear before your subcom- 
mittee to discuss the farm-housing needs of Alabama. 

As you are already aware, Alabama is classified as a major agricultural prob- 
lem area (low income and level of living areas in agriculture, U. 8. Department 
of Agriculture, April 1955), where the total investment in land and buildings is 
only about one-third of the national average and where the need for farm housing 
ranks among the very highest in the Nation. 

According to the Federal census of 1930, the average farmhouse in the South 
was valued at about $650 and was in the greatest need of repairs of any farm- 
house in the United States. 

Recent studies reveal that great improvements have been made in the farm- 
housing situation in Alabama during the past few years but there is much yet 
to be done in reducing the number of below standard houses and farm buildings 
now found on Alabama farms. 

On the 176,000 farms of our State we find 100,000 below standard buildings 
which are essential to the successful operation of these farms but which are par- 
tially, if not completely, inadequate for their intended purposes. By the most 
conservative estimates, 80,000 Alabama families should be rehoused. (Survey 
conducted March 1956, by Farmers’ Home Administration county personnel, 
together with professional agricultural workers, bankers, and interested local 
citizens. ) 

In considering the housing needs of Alabama farmers we must also consider 
other problems encountered in low-income areas which are to be taken into con- 
sideration because of their relationship to the housing problem. Often it has 
been found that needed buildings are located on less than family-type farms and 
in many instances on farms operated by part-time farmers. These needs have 
not been met in the past by the present authorities of the Farmers’ Home Admin- 
istration or other lending agencies. However, farm housing loans have been 
made in 66 of the 67 counties of Alabama under title V of the Housing Act of 
1949 or title I of the Bankhead-Jones Farm Tenant Act. Lending authorities 
under these two acts have been subject to restrictions necessary because of 
limited appropriation and allocation of funds to the State. Applications for 
housing loans poured into county offices each year following the July appropria- 
tion and by December funds were exhausted, thereby discouraging applicants 
from applying for housing actually needed on the farm. There were 587 appli- 
cations for farm housing loans on hand as of June 30, 1954, when the program 
ended. 

Farm housing loans numbering 1,058 for $5,387,998 have been made in Ala- 
bama by the Farmers Home Administration under the above authorities. Of 
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this number 655 were made for new dwellings for an average of $6,616; 128 
in the amount of $398,024 were made for repairs or improvements to present 
dwellings and 270 in the amount of $656,450 were for construction or repair to 
other farm buildings. In addition, 588 loans amounting to $214,472 have been 
made for new or improved water supply to farms of Alabama. 

Loans have been paid in full by 177 farm housing borrowers and only 1 loan 
has been foreclosed since the inception of the farm housing program with a loss 
of $983.19. There are at the present time 886 active farm housing borrowers 
in the State and only 17 were delinquent as of January 31, 1956, in the amount 
of $6,891.24. The repayment record of farm housing borrowers has been re- 
markable in spite of the decline in the market value of farm products and un- 
favorable weather conditions resulting in 3 years of below-average produc- 
tion. 

Local banks and other credit sources have had heavy demands for nonfarm 
and farm operating loans and have shown little, if any, interest in long-term 
credit necessary to a successful farm housing program. Banking laws and 
regulations have contributed still further to the scarcity of local credit to such 
an extent that local long-term credit is practically nonexistent. 

Mr. Chairman, there is an urgent need for farm housing in Alabama, and 
I appreciate the opportunity of reviewing with your Committee the progress 
that has been made in meeting this need and to present for your consideration 
the farm housing situation as we see it today. 

Mr. Rarns. The next witness is Dr. Fred Kummer. 

Let the record show that Dr. Fred Kummer is going to do the testi- 
fying, and with him is Dr. E. V. Smith, dean of the School of Agri- 
cultural Experiment Station. 

We are delighted to have you gentlemen this morning, and I assume 
if there is any expert in farm housing, types, character, and so forth, 
in the whole country, that he is sitting up before us right now. 

So we will be glad, Fred, to have you proceed in any way you 
see fit. 


STATEMENT OF DR. FRED A. KUMMER, HEAD OF THE DEPART- 
MENT OF AGRICULTURAL ENGINEERING, AGRICULTURAL EX- 
PERIMENT STATION OF THE ALABAMA POLYTECHNIC INSTI- 
TUTE, AUBURN, ALA.; ACCOMPANIED BY DR. E. V. SMITH 


Dr. Kummer. Thank you, sir. Gentlemen, I appear before you to- 
day in a dual capacity, as the head of the department responsible for 
research in rural housing in Alabama and also as chairman of the 
regional rural housing project S-8 comprising agricultural engineers 
and home economists in 8 southern States. 

In discussing the problems connected with farm housing in this area, 
it is necessary that we recognize the differences in problems confront- 
ing the urban resident in contrast with the rural homeowner or tenant. 

In cities such as Birmingham having concentrated populations, con- 
ditions are conducive for large-scale construction on a highly efficient 
basis whether the home unit is an individual one, part of a subdivision, 
or a public-housing development. 

Here contractors have ready access to good architectural and engi- 
neering services. Hauling distances are short and skilled labor is 
available to established city builders. They can purchase materials 
in relatively large quantities and take advantage of discounts, new 
materials and new techniques through local suppliers and services. 
They can employ highly specialized craftsmen and utilize them most 
efficiently. They can incorporate prefabrication and precutting tech- 
niques, modern heating, ventilating, and cooling equipment, and have 
ready access to city sewerage, water mains, gas mains and other 
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municipal services. Urban home construction is subject to building 
codes and rigid inspections by lending agencies and supervising 
architects, 

In contrast to these advantages, farm people have few, if any. Each 
farm home is an individual project and dependent to a large extent 
upon individual planning, purchasing, contracting, and hiring of 
locally available labor with limited skills in the building trades. 
Farmers cannot connect to city sewerage, water and gas mains, but 
must provide their own facilities in most cases. Farm home construc- 
tion, therefore, does not lend itself as well to the techniques and designs 
employed in urban construction. Another criterion in rural home 
construction in this area is the low average farm income. To serve 
the majority of our farm people, which is 56 percent in Alabama 
as compared to 36 percent in the United States. 

I would like to clarify that 55 percent, Mr. Chairman. As Mr. 
Davis pointed out yesterday, 34 percent of the rural people are actually 
farming, and 20 percent obtain the greater part of their income from 
work off the farm. You are certainly familiar with the situation in 
Gadsden, Mr. Chairman, where the county agent told me that between 
60 and 70 percent of the people gainfully employed on farms live on 
farms in the surrounding area. 

Mr. Rats. Yes, if all of the people gainfully employed in Gadsden 
lived in Gadsden, it would be a truly large city. 

Dr. Kummer. It would be twice as big. The same situation exists 
in Huntsville at the Redstone Arsenal there where people employed 
at the arsenal commute between Redstone and the surrounding areas. 
Some of them even commute 20 and 30 miles both to and from work. 

Now then, with almost half of our population subject to the limita- 
tions imposed upon rural home construction in the State, we must 
place emphasis on simplicity in design and construction to permit the 
maximum utilization of local labor and materials and on low cost 
to be within reach of the farmer. The few farmhouse plans available 
to farmers in this area through agricultural service agencies have 
been adapted to southern farm use rather than designed for that 
specific purpose. In most cases construction is too costly and does 
not conform to the climatic requirements of the Deep South and gulf 
coast region where summer comfort as well as winter heating is a 
major factor. Most of these plans do not make use of the latest tech- 
nological advances in structural design and construction methods. 
Little consideration has been given to the use of native- and low-cost 
building materials which can normally be purchased from building 
supply dealers in rural communities, and those are the sources of 
supply available to our farm people. 

43 addition to the differences in construction procedures and build. 
ing trade skills, the rural home must serve other needs and purposes 
than are expected of the urban home. The farm home doubles as a 
farm office and space is needed for an increasing amount of paper- 
work. The rural homemaker demands special consideration since 
food preparation and storage space requirements are higher on the 
farm. The farm home must be made more flexible, because the farm 
family, when faced with a change in family size, cannot easily sell 
and rebuild, unless they sell the farm also. 

Lastly, the problem of adequate fire protection is an extremely im- 
portant factor in the design of rural homes, especially since adequate 
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fire-fighting equipment is often located too far away to be of any real 
help, and that has been brought to my attention on many occasions 
by representatives of insurance companies who underwrite fire insur- 
ance for farm homes; that insurance premiums on farm homes, by 
their own admission, must be kept at an almost prohibitive level be- 
cause of inadequate fire protection and the flagrant disregard of even 
the most obvious principles of fire prevention in the construction of 
most farm homes. 

To this may be added the problems involved in farmstead arrange- 
ment, water supply, waste disposal, wiring and lighting protection. 

The average age of a large percentage of farmhouses is between 25 
and 50 years. More significant than age, however, is the fact that many 
now in use are of sizes and types bearing no relation to present-day 
needs and costs. Attractive and functional farmhouses wiil not just 
happen along. To get them, adequate research is needed—research 
to determine the functional requirements of each type of building, to 
find means of reducing construction labor, to test structures and ma- 
terials developed to meet new and higher standards, and finally to 
obtain more building value per dollar invested. 

The problem then becomes one of research, education, and active 
support from lending agencies and industry. The most important 
sources for this type of information available to farmers today are the 
land-grant colleges through their agricultural experiment stations and 
extension services and through the Federal services such as the 
Farmers’ Home Administration and the Federal land bank. 

Mr. Rains. Let me interrupt to ask a question there. ‘These houses 
that have been built, these $5 million worth of what we refer to as 
title V, a picture of which was exhibited here yesterday by Mr. Jones 
of the first one, did they use in the building of those houses—the neces- 
sary requirements you have outlined which are essential to a farm- 
house ? 

Dr. Kummer. Not tomy knowledge, and I doubt it, Mr. Chairman. 

Mr. Rarns. In other words, do they have any particular type of 
house or any particular requirement that goes into it, such as fire 
prevention ? 

Dr. Kumner. Not that I know of unless the agency who has made 
the loan is insistent upon a review of the plans and a rigid inspection 
of the construction. 1am not familiar with the construction. 

Mr. Rains. Of course under all of FHA and GI loans you know 
there is a set of specifications, there is a minimum requirement that 
they must attain, and what you are saying makes real good sense to 
me, that if we are going to have a federally carried-on program, even 
for the farm home, there should be some restrictions in them so that 
they would get a home that would be worth the money. 

Dr. Kummer. Yes, sir. 

Mr. Rains. But they don’t call on you. You know nothing about 
that ? 

Dr. KumMer. I am not at all familiar with that. 

Mr. Ratxs. Would you check on that point, Bob ¢ 

Go ahead. 

Dr. Kummer. As I said, the most important sources for this type of 
information available to farmers today are the land-grant colleges 
through their agricultural experiment stations and extension services 
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and through the Federal services such as the Farmers’ Home Adminis- 
tration and the Federal land bank. 

After all, farmers have come to look upon those agencies as the 
sources of information in general. BOs 

Certainly, it is possible to develop farm home designs which incor- 
porate modern construction techniques, building materials, tempera- 
ture control principles (both natural and mechanical), sanitation, 
lighting, and proper space utilization through applied research 
information. 

Mr. Rarns. And still keep the price down to a level that these 
programs permit it. 

Dr. Kummer. I will come to that in a minute. 

As part of the southern regional housing project which is a coopera- 
tive group of agricultural engineers and home economists in eight 
Southern States, we here in Alabama have endeavored to follow a 
research program along these established objectives insofar as our 
limited budget and staff permits. To give you a few examples of an 
approach to some of these problems, I should like to present to you 
pictorially a few of our most recent developments in the field of farm 
housing research. 

Mr. Rarns. Do you handle that ? 

Dr. Kummer. We have regional funds, and those distributed to the 
8 Southern States were $20,800, actually between all of the Southern 
States, but a number of them elected not to participate because of the 
limited funds available. 

Mr. Rarys. What agency; does that come out of the Housing 
Agency ? 

Dr. Smrru. It comes from the Federal grant fund appropriations, 
now known as the Hatch Act, most recently known as the Research 
and Marketing Act of 1946. It is a direct Federal grant appropria- 
tion to the State experiment stations, and we cooperate. 

You will recall that there is a section that provides for utilizing 
about 25 percent of those appropriations that you people make for 
research in the States in cooperative research and one of the problems 
that we have been cooperating in with Fred in a leadership position 
since 1947 is this housing program. The problem is that funds 
available are relatively small so that we are no more than scratching 
the surfaces, just as you have no more than scratched the surface with 
the money available for loans. 

Mr. Rarns. Under this section of title V, which was referred to 
here yesterday as the research section, that was set up to provide some 
real assistance for research in farm housing and for which no money 
has ever been appropriated, of course you have received no aid or 
assistance from that section at all. 

Dr. Smiru. Not any. 

If I may interject one other word, Congressman Jones and I had a 
considerable conversation about that. e discussed it at length, but 
ultimately came to the conclusion there was no money, so there was 
no research. 

I think as Professor Kummer reads along, you will see that it has 
provided with the limited funds available some very basic information. 

Mr. Rats. Go ahead. 

Dr. Kummer. I would like to give you a few examples of an ap- 
proach to these problems which I should like to present to you pic- 
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torially and show you a few of the more recent developments in the 
field of farm housing. 

If these approaches appear rather elementary to you from a hous- 
ing standpoint, let me reemphasize Senator Sparkman’s statement 
yesterday that we have a far greater percentage of farm families who 
live in substandard homes than do urban families. 

He also pointed out that at this time the need is especially acute for 
less expensive housing to meet the needs of the lower income families. 

I am of the opinion that we will build more modern homes for the 
majority of the farm people in this area if we can develop a function- 
ally designed house incorporating modern conveniences in the $5,000 
to $6,000 range than if we were to continue the present trend of 
conventional farm construction costing from $7,500 to $12,000. 

In the folder which was presented to you you will note our first at- 
tempt toward simplification of construction and erection practices for 
farmhouses. This project deals primarily with the establishment of 
design and construction methods for exterior and interior walls and 
for precutting procedures applicable to rural home and house con- 
struction. 

During the past year the farmhouse was designed to utilize previ- 
ously developed design information, construction methods, and pre- 
cutting procedures. The room and storage space arrangements were 
developed by the cooperating home commissions on the basis of a 
regional survey of the rural home needs conducted by my committee 
of the Rural Home Housing. 

This is the report Mr. Davis spoke of yesterday, of which you re- 
quested copies. That report was prepared by the regional committee 
of which I am chairman. 

Emphasis was placed upon low cost, ease of construction, suitable 
closet and storage space, flexibility, functional use of materials and 
space and summer and winter temperature requirements. 

We show you there the house as it was constructed in figures 1, 2, and 
3, and the interior in figures 4 and 5 on pages 1 and 2. 

Structural features which required specialized construction skills 
were eliminated wherever possible. A masonry footing and founda- 
tion was eliminated by fastening the floor, wall, and roofing members 
to pressure-treated poles as shown in figure 6. 

You will note we have made that optional, depending upon the 
preference of the homeowner, whether he wants to use this pole type 
of construction, and frankly, that is an experimental situation. It 
is a heavily treated post which our forestry people maintain should 
last 50 years or better. It has about double the treatment of the con- 
ventional post. The floor framing system consisted of a series of 
2 inches by 12 inches by 12 feet girders spaced 8 feet on center as 
shown in figure 7. These girders support a 2-inch center matched 
wood floor with mastic tile covering. 

In contrast to wall panels found in commercially available pre- 
fabricated houses, the fabricated sections were limited to panels small 
enough to be handled by two men and measuring 7 feet by 8 feet (fig- 
ure 7). The panels were designed for fabrication by relatively un- 
skilled carpenters, small local lumber supply dealers, or large com- 
mercial lumber fabricators. No special tools, equipment, or fasteners 
were necessary for either the precutting, Sailileteesion, or erection 
of the wall panels. 
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Room arrangements, storage areas, and traffic flow patterns were 
developed to meet the needs of a growing low-income farm family, 
with provisions whereby a third bedroom could be added without 
major alterations—figures 8 and 9. 

Both summer and winter temperature controls were considered. 
The house was designed for correct orientation to utilize winter solar 
energy and contained sufficient insulation to hold the temperature 
of all exterior panel surfaces at a high comfort level. Both mechani- 
‘al and natural air-moving devices were installed to maintain a high 
air-change rate under all hot weather conditions. 

Mr. Wipnatt. Mr. Chairman, at that point I would like to ask a 
question. 

When you say utilizing winter solar energy, do you mean that is 
the only means of heating the house? 

Dr. Kummer. No, but by means of orientation we use the location 
of the sun at that time to provide additional heating, whereas, during 
the summertime, because of the overhang, we get the shading effect, 
also. We utilize it as supplemental heat rather than the entire source 
of heat. 

Mr. Wipnau. Well, what particular heating do you have in here? 

Dr. Kummer. In that case, it being a tenant family, we have pro- 
vided a circulating heater, wood and coal type. It was necessary be- 
cause the cost of electric heating in that area is prohibitive, and natu- 
ral gas is not available, and so in order to keep the cost down and 
with wood, fuel and coal reasonably available within the area, we 
provide a circulating wood and coal heater. 

Mr. Wipnatt. Is that centrally located ? 

Dr. Kummer. Centrally located in the living room, and it should 
provide sufficient heating throughout the house except possibly in 
the bathroom where we anticipate the use of a small electric heater. 

Mr. Wipnatt. Then in these other houses that have been built they 
had a different type of heating system that was more expensive? 

Dr. Kummer. In most cases on the farm you will find in this State, 
in the Tennessee Valley area, it will probably be electric heating. In 
some areas, rural areas where natural gas is now available, it will be 
natural-gas heating mostly, with radiant-type heaters, and in other 
areas it will be LP gas or wood and coal. 

Dr. Smrrn. In all of the older houses there would be fireplaces. 

Dr. Kummer. That is right. 

Dr. Smiru. But they have mostly gone now to some kind of heating 
other than fireplaces, which as you indicated, radiant heaters using 
butane or propane or bottle gas. 

Mr. Wipnatx. Do they find that satisfactory throughout the 
whole house ? 

Dr. Kuaer. They find it satisfactory but relatively expensive. 

Mr. Wipnaty. Thank you. 

Mr. Asuiry. How many square feet is this house ? 

Dr. Komo™er. This house has a thousand square feet. We believe 
through the arrangement of this house, a reasonable utilization of 
floor space, that that house would compare favorably in use with a 
1,200-square-foot house. 

Mr. Rarns. I know you can’t say specifically, but what is that house 
designed to cost, built as a farmer would build it? 
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Dr. Kummer. I am coming to that. 

Dr. Rarys. I am sorry to anticipate you. Go ahead. 

Dr. Kummer. The house was prefabricated at Auburn and erected 
on the horticultural substation at Cullman, 175 miles away. It will 
be occupied by a tenant family and further evaluated for livability, 
comfort, utility, and structural soundness. Following the acceptance 
of this design; plans will be made available to farm families. This 
house replaced a concrete block masonry structure which was lost by 
fire. The contractor’s bid for replacing the original house, having 
actually less usable floor space, was in excess of $8,000. The lowest 
bid on the present house was $5,000. It was ultimately built at an 
actual cost of $4,450, under the designer’s supervision with 2 farm 
laborers and the services of local plumbing and electrical contractors. 
Based on the bid price of $5,000 for this house, the cost per square foot 
was $5. This is conside1 ‘ably below the costs given you yesterday by 
Mr. P. O. Davis for houses now being built on Alabama farms. “His 
costs ranged from $6.50 to $9.50 per square foot. 

Mr. Wrinpati. Was anything included for supervision ? 

Dr. Kummer. No, we based our cost on the actual contractor’s build- 
ing cost. Our man, the building specialist who designed this house, 
actually supervised the construction. 

Dr. Smiru. This was experimental all of the way through. We 
wanted to see the shortcomings of the design and structural arrange- 
ments. 

Dr. Kumoer. Dr. Smith, if you don’t mind, I would like to observe 
also that we lost the house by fire. It was our only opportunity to 
ever get an experimental house built in one of our fat tations, but 
the building was insured for $6,000, and we recovered $4,000. Dr. 
Smith said, “You go out and build the house for $4,000, if you can.” 

Mr. Rarns. How much would that add to the cost, the supervision ? 

Dr. Kummer. We had a bid from one of the fabricators in Fort 
Payne for $4,950. We had a local bid from the Cullman contractor 
for $5,250. 

Mr. wren A contractor could have taken the Fort Payne bid and 
built it for $4,950. 

Dr. Kuser. He could have taken the Cullman bid and built it for 
$5,200. 

Mr. Winpatt. On any of these programs that involve expenditure 
of Federal moneys, as I ‘take it, direct loans would be involved—what 
would it cost if the Davis-Bacon Act was included ? 

Dr. Kummer. I am not familiar with that. 

Mr. WinpaLL. That has to do with prevailing wage union scales in 
the area. 

Dr. Kummer. These are contractors’ figures and bids. I presume 
that the contractor in the city of Cullman operated under the pre- 

vailing wage scale that is in operation in the city of Cullman. 

Mr. Rarys. I know the one in Fort Payne you mentioned does. 

Dr. Kummer. Iam sure they do. 

Mr. Rarns. I don’t know about the others. 

Mr. Wipnati. What was the Fort Payne bid ? 

Dr. Kummer. $4,950, prefabricated in their plant and erected by 
one of their crews. Of course, someone has a contract for erection 
of prefabricated buildings with that company. That was prefabri- 
cated at Fort Payne and erected at Cullman. 
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Mr. Rains. One of these I happen to know about would have been 
under the prevailing wage. I don’t know about the Cullman situation. 

Isn’t it true that a great percentage of the farm homes are built by 
semiskilled labor at least who are local people and not subject to 
these restrictions you mentioned? Isn’t that one of your objectives, 
to design structures that can be built by local labor ? 

Dr. Kummer. That is one of our objectives, that we would make 
it possible for farm people to utilize labor available at off-season 
times in the construction of their house. That is the predominant 
way farm homes are being built in this State, not on a contract basis 
but with local off-season labor available in the rural areas, carpenters 
and just plain labor. We have tried to scale our design and construc- 
tion methods down to where it can be done with relatively unskilled 
labor. 

Now, to gain further knowledge on attic space ventilation and 
insulation, a study was initiated to determine the most satisfactory 
ventilation and insulation practices for southern climatic conditions. 
You will note in figures 10 and 11 a group of four similarly con- 
structed gable roofs except that each roof has a different type of 
ventilating system. Figure 10 shows roofs with a flue and a continuous 
ridge ventilator, respectively. 

The roofs shown in figure 11 have gable louvers and louvers under 
the eaves and an attic space fan. Precise measurements are being 
made to determine the effect of each of these methods on the ceiling 
temperature. May I point out that any of these methods can easily 
be incorporated in any existing home and, if proven effective, can 
greatly add to the summer comfort of its occupants. 

We are particularly interested in the summer cooling effect, be- 
cause we fee] many of our farm homes are not designed for summer 
comfort at all. 

Mr. Rarns. Is that the same type of cooler that you see in so many 
of the western homes, a type of cooler which doesn’t appear to be an 
air-conditioning unit, is that what you mean ? 

Dr. Kummer. This is strictly attic ventilation to reduce tempera- 
tures within the house. 

Mr. Rarns. Is it an attic fan job? 

Dr. Kum™er. No; it is some method of ventilating the attic to 
reduce these high attic temperatures. 

Mr. Rarns. I see. 

Dr. Kummer. Now, then, another approach is shown in figure 12, 
and that is an attempt to simplify construction and erection practices 
for farm houses through the application of preformed and interlock- 
ing steel panels permitting a clear span of 24 feet. This house was 
constructed with unskilled labor on a concrete foundation and floor 
with no interior partition walls. All exterior walls, the roof, doors, 
windows and ceiling panels are of fabricated steel construction. 

The exterior walls are insulated and sealed with standard 4- by 
§-foot plywood panels. Since the entire building is self-supporting, 
the interior walls, with the exception of the bathroom, may be moved 
without affecting the structure and thus permit flexibility in room 
arrangement. A third bedroom may be added at little cost by simply 
enclosing the porch with additional steel panels, and that is figure 12 
in these pictures. 
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Since its original construction, the building has been modified and 
enlarged in this manner by extending the building from a length of 
32 feet to 40 feet (fig. 13) and by enclosing one-half of the porch 
area, thus enlarging the kitchen-dining area by 96 square feet (fig. 
14), and all that was necessary was to add a few more steel panels 
which are interlocking and prefabricated and preshaped and that was 
done by our own labor crew. 

Mr. Ratns. Are you telling us that a steel house erected on a farm 
would not be expensive ? 

Dr. Kummer. Frankly, this particular house I believe can be built 
for slightly less than the house I just described to you. We built this 
house in 1949 and made modification in 1951 and 1952. We presently 
have a family living in it and I believe that we could duplicate that 
house for slightly less than what the other house was built for, but 
it is not what we would call a conventional type of construction be- 
cause of the much reduced labor requirement in putting up that house. 

Mr. Rats. It is very much like those barracks we saw at Offutt 
Air Force Base. 

Dr. Kummer. Chances are it was the same manufacturer. 

Mr. Rats. Go ahead. 

Dr. Kummer. An attic fan was also installed to reduce ceiling tem- 
Lape The house is presently occupied by a farm family and is 
veing evaluated for livability, comfort, and utility by the project’s 
home economist. 

Since my time is limited, I have confined my remarks to rural hous- 
ing only. We are, of course, aware of the urgent need for functionally 
designed service buildings on Southern farms. We are devoting a 
good portion of our efforts to research in this field although this phase 
of farm structures research is presently not a part of the regional 
housing project. 

I trust that this discussion has given you gentlemen a general idea 
of the task confronting the researcher in the field of rural housing, a 
field which in my humble opinion deserves the sympathetic considera- 
tion of everyone concerned. 

Thank you very much. 

Mr. Ratrns. Dr. Fred, that is a very interesting and informative 
statement. In fact, it is the only statement that I have ever heard 
in my long years on this committee by anybody who knows anything 
about types and kinds and costs of rural housing. It makes me think 
that what you need at Auburn and what they need at the other agri- 
cultural land-grant colleges in an appropriation which will enable you 
to really finish the job on the research that is needed to put a program 
like this underway. It pleases me no end, to think that on a farm, 
if we could have the money, we could build a good, decent home for 
certainly less than $7,000. The high cost of the house in the cities 
is what is now giving us serious trouble. No matter what kind of pro- 
gram we have, it just seems to keep soaring. You made a very fine 
presentation. 

Dr. Kummer. I would invite you to visit the house at Cullman. 
I believe you would agree that it is a livable and reasonably attractive 
house. 

Mr. Ratns. Cullman is not far from my hometown, and I am going 
to take you up on that invitation. 

Mr. Wiwnatx. Could I ask a question ? 
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Dr. Kummer, what would the average monthly payment be for a 
house of that type? 

Dr. Kummer. I couldn’t answer that because this house was built on 
one of the units of the Alabama Experiment Station. It will be oc- 
cupied by a labor family that is working on that station, and the 
rent is one of the privileges that go along with the employment at 
the station. 

My personal opinion would be that the cost would be in the neigh- 
borhood of $5,000. It would be on the same basis as any loan pay- 
ment schedule. 

Mr. Ratns. It would depend on the length of the amortization and 
the interest rate. 

Dr. Kummer. I couldn’t answer that, I am sorry. 

Mr. Wipnati. What does the State of Alabama do on real-estate 
taxes? Dothey have anything like the Florida Homestead Act where 
there is an exemption up to $5,000 ? 

Dr. Kummer. We do have a homestead exemption, yes. 

Mr. Ratns. Up to $2,000. 

Mr. Wipnatt. So your real-estate taxes would be practically nil on 
a house like that. 

Dr. Kumarer. Yes, we do have the homestead exemption in this 
State. 

Mr. Rarns. Any other questions, gentlemen ? 

I want to thank both of you distinguished gentlemen for coming 
and I think your presentation will do some good. 

Thank you very much. 

Dr. Kummer. Thank you very much. 

Mr. Rarns. Well, we are going to shift the emphasis now from farm 
housing to the gentlemen who have the money to lend. Our next 
witness is Mr. Ehney A. Camp, vice president and treasurer of the 
Liberty National Life Insurance Co. His subject is mortgage credit. 

Come around. 

I think I would like to say to the members of the committee in 
presenting Mr. Camp that he has engaged in roundtable discussions in 
Washington on this very subject, I believe with Senator Sparkman’s 
committee at one time, and that he was a member of the President’s 
Advisory Commission on Housing. 

Mr. Camp. Yes, sir. 

Mr. Ratys. How many members were there on the President’s Ad- 
visory Commission ? 

Mr. Camp. 23. 

Mr. Ratns. How long were you all in session ? 

Mr. Camp. We met weekly, sometimes twice a week, for about 4 
months, and finally presented a report which Congress studied and 
used as the basis for debate in discussing the Housing Act of 1954. 

Mr. Rarns. So we are glad to have you, Ehney, and we look forward 
to your testimony. 

You may proceed in any way you see fit. I am sure that I and the 
members of the committee will have some questions for you when you 
get through. 

Mr. Camp. Thank you very much, Mr. Chairman, for that very 
gracious presentation. 
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STATEMENT OF EHNEY A. CAMP, JR., VICE PRESIDENT AND 
TREASURER, LIBERTY NATIONAL LIFE INSURANCE CO. 


Mr. Camp. Mr. Chairman and members of the committee, my name 
is Ehney A. Camp, Jr. As Congressman Rains has said, I am vice 
president and treasurer of Liberty National Life Insurance Co., an 
Alabama corporation with headquarters in Birmingham. During 
the entire 24 years I have been connected with Liberty National, I 
have been associated with its investment department. . 

I appreciate the invitation you extended me to come before your 
committee and give to you some of my views on the general subject 
of mortgage credit. I consider it a high privilege to appear before 
such a distinguished group and I want to express the thanks of those 
of us who are engaged in the mortgage business for your taking the 
time to travel over the country and learn at firsthand what the people 
are thinking. It seems to me that this is democracy at its best and I 
am hopeful your hearing here in Birmingham will be fruitful and 
will better enable you to carry out the responsibilities which devolve 
upon you as legislators. 

I want to make it clear that I do not appear before you posing as an 
expert on mortgage credit. An expert must go far away from home 
to properly qualify himself, but since I was born, reared, and educated 
in one of the rural counties of Alabama, I certainly could not meet 
that particular test. However, in the time I have been associated 
with my company, I have seen its mortgage account grow from only 
126 loans totaling $715,000 to a portfolio of 18,114 individual loans 
aggregating $121.5 million at the end of 1955. Since 83 percent in 
amount of these loans are Government guaranteed or insured—— 

Mr. Gamste. That is a very high percentage on the average, isn’t it ? 

Mr. Camp. Very high, so 1 make that statement to let you know we 
are very much interested in the FHA and VA programs as well as 
the mortgage market in general. 

Solely for the purpose of further indicating to you my extreme 
interest in the subject you are now considering, I want to acknowledge 
the opportunity I had of serving on President Eisenhower's 23-man 
nonpartisan Advisory Committee on Housing which committee met 
over a period of months and presented a report which served as a 
basis of discussion and debate leading up to the passage of the Hous- 
ing Act of 1954. 

When we are discussing mortgage credit, the sole question is 
whether there will be sufficient funds available on reasonable terms 
to meet the demands for housing and, at the same time, the demands 
from other segments of our economy. There are many factors which 
have a bearing on this subject, but the time allotted will periit con- 
sideration of only a few of the broad principles involved. 

First, it should be clear to all that when we refer to mortgage 
credit we are speaking of those funds earned by the sweat of their 
brows by the millions of people in this country and then placed in 
savings with life-insurance companies, savings banks, commercial 
banks, savings and loan associations, pension funds, and all other 
types of savings institutions. When the demand for these funds 
exceeds the supply, it is evident that our people are borrowing at 
a more rapid rate than they are willing to save. In such a period, 
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it is important that we stop, look, and listen to determine the best 
course to pursue. For if our people continue to borrow for a sus- 
tained period at a pace faster than they are willing to save, we must 
face the further possibility that the spending power generated by 
that excessive borrowing may exert inflationary pressures which will 
be extremely harmful in their long-term effects. 

If the demand for funds exceeds savings and this excessive demand 
is met out of funds provided by the Federal Government or its agen- 
cies, this could also lead to further inflation through expansion of 
commercial bank credit. I believe we would all agree that under 
usual and normal circumstances we shall come out better if we so 
plan and manage our economic affairs that there will be a proper 
balance between the demand for and supply of investment funds and 
so that the funds which are borrowed by one segment of our people 
will represent the combined savings of the remainder without the 
necessity of the Federal Government having to supply the funds. 

In the last decade, we have witnessed the construction of homes 
at a very rapid rate, requiring a great amount of mortgage credit. 
It speaks well for the flexibility of our economic system that our 
savings institutions were able to direct substantial sums of money 
into the mortgage market at the same time there were strong demands 
for funds for so many important needs. For example, over one-half 
of the total increase of $6.3 billion in assets of the life-insurance com- 
panies in 1955 went into mortgages and helped finance the construc- 
tion of over 1.3 million new homes, the second largest home-construc- 
tion year in history. 

There are many who feel that we should now paddle the boat a 
little more steadily rather than try to win the race in the first lap 
and that we should take no steps which would make credit easier and 
there by create an artificial demand which could cause us serious 
trouble in later years. The Wall Street Journal of February 1 car- 
ried an article outlining some of the methods now being used by enter- 
prising builders to market their newly constructed homes such as the 
gift of a Shetland pony and stable to every home buyer with children, 
the down payment on a new Nash Rambler for each purchaser, and 
4-day all-expense trips to Hollywood as a reward to home buyers. 

Now, I have no way of knowing whether that is a true statement, 
but it was carried in an article in the Wall Street Journal. 

But I say this: No one knows for sure just where the balance is 
between demand for and supply of homes right at this moment, so 
it would appear to be an appropriate time to watch our steps most 
carefully. 

Until we are more certain of true demands and unless our savings 
are sufficient to meet that demand, it does not seem to me to be advis- 
uble to make credit terms easier. A down payment of only 2 percent 
is now required on VA loans—$200 on a $10,000 purchase. Surely 
that is not too much to ask of a person about to embark upon a long- 
term plan of home ownership. At all costs, we should require suffi- 
cient down payments so that the effective demand may be kept within 
the bounds of productive capacity in order to avoid continued increases 
in prices. 

I believe we could all agree on that, because we don’t want to run 
the prices of homes up any more. 
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The recent action in lengthening loan terms from 25 years to 30 
years should be watched carefully to see if this will tend to increase 
demand for funds at a too-rapid rate. In addition, our 30-year bor- 
rowers should be carefully advised that there are disadvantages to 
this type loan as well as advantages. In the first 5 years on a $10,000 
loan, the reduction in principal is only $886.20, not a great deal more 
than enough to repaint, repair, and redecorate the house. On a 30- 
year $10,000 loan the borrower pays $1,564.20 more interest than on 
a 25-year loan, which figure is equal to over 15 percent of the cost of 
the house. In addition, except for the younger borrowers, the psy- 
chology is somewhat bad in that a purchaser signing up for a 30-year 
loan cannot hope to pay out: his debt during his productive years. 

I urge you to consider some type of flexibility of interest rates on 
FHA and GI loans. While there must always be a ceiling, if mort- 
gage interest rates were allowed to move upward and downward to 
adjust to general market changes, we would have a much smoother 
operation and would avoid either heavy premiums or discounts which 
so many criticize. When large premiums were the rule at one time, 
interest rates were lowered. At the moment, discounts are prevail- 
ing, particularly on the most liberal term loans. If the lenders were 
allowed to charge a slightly higher rate graded according to loan 
quality, the discount would vanish. 

In closing, to illustrate how private lenders are supplying mortgage 
credit, I would like to tell you of the operations of my company here 
in Alabama. We have 76 independent brokers strategically located 
throughout the State who are in position to present applications to us 
from every one of Alabama’s 67 counties. At the end of 1955 we had 
loans outstanding in 185 towns in every single Alabama county except 
1 and, in that county, we are now financing the construction of homes 
for 2 new owners, so we will be able to say that we have a loan in 
every single county in Alabama. During 1955 alone we closed loans 
in 115 Alabama towns in 59 of the 67 counties, the total amount being 
nearly $11 million, a good figure for our size company. 

We have cooperated with the voluntary home mortgage credit pro- 
gram which was established to assist in providing home mortgage 
funds in small towns. In 1955, after it took some time to get the pro- 
gram underway, our company approved 51 such loans throughout our 
lending territory aggregating $417,500 and had 28 additional pending 
at the end of the year. However, in Alabama alone we sated during 
1955 under our regular normal lending policy in areas which are eli- 
gible under the VHMC program and also eligible for direct VA loans 
470 loans totaling $4,272,248. It is interesting to note that the loans 
totalling $4,272,243 made by our one company alone during 1955 in 
areas eligible for direct VA loans compared with a total of $3,884,200 
of direct loans made by the VA in Alabama during the same year. 
Another point of interest is that the loans made by our company in 
the so-called remote areas of Alabama represented well over 40 percent 
of the total amount invested by us throughout the entire State. So 40 
percent of our mortgage investment in 1955 went into the so-called 
remote areas, the areas which are eligible for the direct loans. 

In other words, the loans closed in these small towns under our regu- 
lar lending program were nearly 10 times the amount closed by us un- 
derVHMCP and indicates we have not waited for applications to come 
to us through VHMCP but are doing our part—in keeping with the 
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size of our company—to see that adequate funds are made available 
to the people in the small towns of Alabama who wish to own their 
homes. At the end of 1955, the balance due on loans heretofore made 
by us in these Alabama areas which are eligible for direct VA loans 
amount to approximately $914 million. 

Let me again commend you for what you are doing to obtain as 
much information as possible about mortgage credit “and all other 
phases of housing policy. I am confident that you are sincere in your 
desire to do what is best for the American people. 

Thank you, Mr. Chairman, very much. 

Mr. Rays. Well, it is a very interesting and well-presented state- 
ment, Ehney. 

Mr. Camp. Thank you. 

Mr. Rarns. Of course it raises a lot of questions in my mind, and 
I am sure in the minds of a great many of us who are charged with the 
legislative situation. 

“As I listen to your statement, it seems to be your thesis that the 
level of housing should be governed by the level of savings and that 
more savings, if the people save it, means more houses, more construc- 
tion. In other words, I get the feeling that you feel the real test to 
apply is the av ailability of the money. 

vow, as a legislator, aren’t we also charged with the duty of apply- 
ing the test of demand, of need, of the social well- being of the people 
and the general welfare? 

Mr. Camp. Yes, sir, I think you are absolutely right, Mr. Rains. 

In saying that this program should be geared to some extent to 

savings, what I have in mind is not, any 1, 2, or 3 years but over a 
period of time, because I have this feeling: If we continue to let our 
people borrow faster than we save, then there is only one way to get 
the money, and that is for the Government to get it. If they get it 
through taxes, of course that would not be inflationary, but if they 
have to borrow it and in the process increase commercial bank credit, 
then that is an inflationary process. 

Another thing, Mr. Rains, that I think we should all keep in mind, 
while you as legislators are interested in the demand for houses, if 
we let that demand increase faster than our ability to produce houses, 
then we are going to run the price of houses up. 

If I may inject this remark, I read a little statement here that in 
the 10-year period from 1946 to 1955 the wholesale commodity price 
index went up 41 percent, but in that same period the estimated cost 
of homes went up some 91, 92, or 93 percent—I have forgotten the 
figure, but over twice as much. 

So as legislators, I think you are also interested in keeping a proper 
balance between the demand for and supply of the particular com- 
modity, not to let the price of it get out of range. 

Mr. Rarns. You are right on that, and of course we are faced with 
this kind of proposition: I note that in Washington, and other cities 
we have been to, the people are buying more and more expensive 
homes. They really are not getting any better homes. They are 
getting a bigger and better brass knob on the door and a palm tree 
out front, and a few things like that which only add up to the 
good salesmanship of the American promoter and, I will have to say, 
to the gullibility of the American purchaser. 
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So what we ought to try to do, it appears to me, is to keep the 
bare and needed and necessary essentials in the housing program. 

There is another point in your statement which impressed me. You 
said that the borrower pays only $1,564 and some odd cents more 
interest if it goes from 25 to 30 years. You also said that 88 percent 
in your portifolio was Government-guaranteed mortgage. 

Mr. Camp. 83. 

Mr. Rarns. Your statement about that interest is really academic 
since these FHA and GI loans never run over 12 years. Iam talking 
on those specific types. 

Mr. Camp. On the average I would say that you are right. 

Mr. Rarns. The record shows that the aver: age length of life of an 
FHA or GI loan is about 12 years. I don’t see where we should 
worry about the 25 years or 30 years, because it may mean a vast dif- 
ference to that man who is having to plunk down that monthly pay- 
ment month after month, when in reality for the safety of the mort- 
gage itself, you don’t have to worry about it going the full 30 years, 
ordinarily. 

Mr. Camp. I wasn’t discussing that question so much from the ques- 
tion of the standpoint of the safety of the mortgage as I was the 
psychology on the borrower. While the average, it is true, is 10 or 
12 years or whatever your figures show as the life of FHA loans, we 
know that some of those loans do go to maturity. Some of them go 
to 20 years. Many of them are paid off in 1 year. The fellow buys . 
a house and sells it the next year, and that loan is paid off. So while 
we talk about an average of 10 or 12 years, there are many that go 
20 or 25, and I assume some would go 30 years, since we are dealing 
with so many, so maybe the statement is partly candies’ but on the 
other hand there will be some borrowers who will pay a whole lot 
more interest if they had saved just a few dollars more and made their 
payment on a 25-year basis rather than a 30-year basis. 

Mr. Ratrns. We have been talking about farm housing. We will 
eliminate that in this particular discussion because we are talking 
about guaranteed mortgages in FHA and GI, but the thing that trou- 
bles us is getting that six or seven thousand dollar house down in the 
range level of the fellow who is making $2,500 or $2,600 or $2,700 
a year. 

Now, if we don’t do that—and the only way I know is to extend 
the time of the loan and cut out the downpayment—then we have to 
have public housing for the people. You don’t believe that public 
housing is the answer; do you? 

Mr. Camp. Not as the complete answer, no, except it comes back 
igain, Mr. Rains, to that proper balance. I can see exactly what you 
are striving for there. 

Mr. Ratns. It is a no man’s land that we have difficulty getting to 
in trying to solve the housing problems. We have the fellow and he 
doesn’t want to get in public housing, and frankly, we don’t want him 
to get in it if he can own his own home, and when I say “we” I am 
really speaking my own sentiments, but it is difficult unless we make 
long-term loans and low or no downpayments to get him a home that 
he can afford. 

Mr. Camp. That is a real problem, but remember this: I don’t want 
to belabor the point, but if you make it too easy for too many people 
to buy homes with no downpayments then you have created such a 
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demand that you are going to run that price right on up and get 
yourself back in the same trap that it is costing him too much, and 
that fellow down on this low level will not be able to buy. 

I am not questioning your motive. 

Mr. Rats. The law of supply and demand only gets out of balance 
when something is in short supply. How can the law of supply and 
demand get out of line when you have a demand and the ability to 
meet it ? 

Mr. Camp. Well, as I said in my prepared statement, I don’t know 
whether you heard this particular point, there is a question of just 
what is our productive capacity in this country. 

Mr. Rains. You don’t think we have actually reached it in build- 
ing and developing houses, do you ? 

Mr. Camp. There is this point I am making: I say I am not sure. 
There is some doubt about it for this reason: In the last 10 years the 
price of homes has gone up twice as fast as the wholesale commodity 
index, the standard index, so I say it is something that we want to 
think about. I am not making a positive statement on it, but when 
I see the price of homes going up twice as fast as the general whole- 
sale commodity index, then it does make you wonder and wonder if 
our demand is increasing faster than we can produce them. But I am 
not saying that we can’t build them that fast. I am not an expert in 
that field. 

Mr. Rarns. I am not maintaining the position that we can build 

“in any one year, enough homes for everybody. I know we can’t do 
that, but it is my feeling that in America there is no limit on the pro- 
ductive capacity of this country, provided that we have first of all the 
demand, which we certainly have in housing, and secondly, if we had 
the financing available with which to do it. 

I get back to the basic statement that there is only a certain amount 
of mortgage money available. That I know. And that is the sav- 
ings of the people. That leads me to ask you another question : 

The only way I know to get rid of discounts in this country is for 
more mortgage credit to be made available. The savings of the people 
in the economy in which we live will never accumulate fast enough to 
meet the demand for the mortgage credit, so we think that we must 
look elsewhere, and we are not thinking about taxes and direct loans 
when we say this, for more available mortgage credit. We would 
like to see if we could induce the great trust funds in this country, 
pension funds, union pension funds, great trust funds of every type, 
to be invested in guaranteed mortgages, instead of all being invested 
in Government bonds. 

What do you think about that? 

Mr. Camp. IJ think that is an extremely worthy motive and I hope 
that will be successful. 

The pension funds, as you say, have invested their money mainly 
in very high-grade bonds, and it would be highly desirable in my 
opinion if they would divert some of that to housing. 

Would you permit me to—you suggested that discounts prevail 
because of a shortage of mortgage money in certain areas which I 
will agree with, but would you permit me to give you what I think 
are two other reasons which account for discounts? 

Mr. Ratns. Yes, we would be glad to have that. 
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Mr. Camp. In the first place, where there is a reasonable amount of 
mortgage money available, and we have that in many sections of our 
country and at many times, we still have discounts prevailing, and 
one reason I think why we do is because an investment in a mortgage 
or a bond or anything else is just like any other commodity. The 
ee of it goes up and down from time to time, depending upon many 

actors, one including general interest rates throughout the country. 

Now, you take Government bonds, the best security that anybody 
could possibly have, they go above par and they go below par. © , 

Mr. Rarns. Will you let me interrupt there to say, I think the 
Government bond market is a manipulated market and I am very 
well aware that interest rates follow it, and I will have to say I think 
it is deliberately done often in order to up the interest rates. 

Do you agree with that? 

Mr. Camp. No, sir, I do not. 

Mr. Gampsur. You are talking like Mr. Patman. 

Mr. Ratns. Go ahead. 

Mr. Camp. I am sure in saying that I do not have the broad know]- 
edge you would have on the subject. 

Mr. Rains. I am not talking about 2 percent or 1 percent discounts, 
I am talking about excessive discounts, the 6, 7, and 8 percent ones. 

Mr. Camp. Well, a certain amount of discount is nothing more 
than an attempt to bring the interest rate on a mortgage where you 
have a fixed amount as on GI or FHA mortgages—-it is nothing more 
than an attempt to bring the yield on that mortgage in line with other 
investment media. For example, a 25-year 414 percent loan, because 
that is the rate on FHA and GI, a discount of 214 percent, which 
would make it sell at 9714, increases the yield over the maturity of 
that loan to 4.75. It raises it one-quarter of 1 percent. 

Now, a discount of 5 percent, which we all agree is a pretty heavy 
discount, what does it do? Over the life of the loan it increases the 
interest rate from 414 percent to 5 percent. 

Now, conventional loans today on residential properties are being 
paid mainly at 5 percent. So one of the points I wanted to suggest 
to you was that discounts to some measure are just a means of trying 
to accommodate the net yield on a mortgage to what is prevailing in 
the market. 

Now, the other point I would like to suggest for your consideration 
is that discounts also result from a difference in the quality of the loan. 

Now, you may say, “Well, a loan is guaranteed by the United States 
Government, and they all should be the same, but most lenders don’t 
feel that way. In the first place, they feel a responsibility to the 
Government. 

Mr. Ratns. Which they should; I agree with that. 

Mr. Camp. And that was brought out in the hearings on the 608 
loans. 

Mr. Rats. It was brought out by one of your competitors in the 
New York hearings which I didn’t like to hear, that they were buying 
them in VHMC without looking at them, just buying them up. 

Mr. Camp. I agree, we all have a responsibility to try to make them 
reasonably sound loans. We don’t all agree as to what is a reasonably 
sound loan. Therefore, I think you will find that the amount of dis- 
count will vary according to the quality of the loan; that is, the down- 
payment, how much equity the man has in it, the credit rating, and 
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all those things. So this question of discounts is a tremendously 
important one, and I don’t know the answer. 

Mr. Rains. Well, I assume there is no set and given answer to it. 
As I said a moment ago, I don’t want you y get the idea that I am 
of the opinion that any discount is bad. I don’t think that at all, 
but what gets us worried is in some areas of the country there is a 
very minimum discount, if any. Then we get down into States like 
Alabama, Texas, and elsewhere, and we get reports of fantastic dis- 
counts on GI loans and matters of that ‘type, which causes us a lot 
of trouble in the Congress. 

Mr. Camp. May I state here that the $414 million of loans which my 
company made Jast year in Alabama in direct VA areas were all 
made at what we consider par. We got the 1-percent fee that the 
borrower pays, permitted by the act, so we got them at 99, but we 
consider that par. So in 59 of the 67 counties of Alabama where we 
made loans last year, we do know that some money was available 
at par. 

Mr. Rarns. [compliment you for it. 

( Discussion off the record. ) 

Mr. Rarns. Gentlemen, any questions 

This has been a very interesting discussion. 

Mr. Came. Thank you. 

Mr. Rains. You have helped us a lot in coming before our com- 
mittee to give us your opinions. 

Mr. Widnall. 

Mr. Wrpnat. I have just two thoughts that come to mind. 

Does the demand for increasing the length of a loan from 25 to 30 
years come from the lending institutions ? 

Mr. Camr. No,sir; in my opinion, it does not. 

Mr. Wipnati. And yet they are the ones who would benefit by the 
increased amount of interest. 

Mr. Camp. I am not sure, Mr. Widnall, they would benefit, because 
they would still get 4% percent simple interest on the money they 
would invest. I don’t believe there is a direct benefit because they 
still get 414 percent on the money invested. 

But I wills say this: Even while the regulations now permit a 30-year 
loan, I think you will find most. of the lenders, by far the majority, 
are sticking to a 25-year maximum because they feel it makes a sounder 
loan rather than trying to get more interest out of it. 

Mr. Wipnay. I am just thinking of the charges made from time 
to time about moneylenders looking for interest, trying to increase it 
all of the time. 

What have you found to be your experience with VHMCP on the 
length of time for processing a loan ? 

Mr. Rarns. I would lke to interrupt there to say the gentlemen 
asking the question is the author of the VHMC program and the act. 

Mr. Camp. That is very interesting, and personally, I think it is 
one of the finest things that the Congress has enabled private inves- 
tors to try to do, that is, to try to get a cooperative basis and help 
the Government meet this problem, so I am very proud of that act. 

But the question about time is a significant one. If some of you 
could sit in your office to see the time it takes to go through an appli- 
cation quickly, when we get an application referred ‘to us Secs 


VHMCP, we glance over it and we see from the information we have 
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there whether it will meet our general requirements. Then we send 
it to our broker, down to some little town in Alabama, and ask him 
to get in touch with the berrower at his earl onvenience and dis- 
cuss the matter with the borrower and get the borrower in and start 
the wheels moving. Then it may take a week or so for him to get 
the borrower at his office. Vhe borrower may be ou of town. ‘The 
broker may be out of town. Then he com 

They have got to negotiate and get all of the papers filled out and 
finally submit them back to us, where they have to be underwritten. 

I hope the time limit will not be cut down, if you really want us 
to do a job for you, because there is just a certain amount of physical 


time it takes to get that application out of there into the field and 
then back into the office where we can get all of the facts and figures. 
It has to be appraiced, credit reports have to be ordered, and I would 
have hoped that the 40-day time limit could remain because it takes 
every bit of that. 

Now, that may sound to you like a lot of wasted time, but it just 
doesn’t work out that Way. 

Mr. Wipnaui. What I have in mind is trying to develop a compari- 
son between what has happened under direct loans, direct VA loans 
as compared with this, because criticism has been addresed to the 
program, saying that it now takes longer for a veteran to get a loan 
than under the old program. 

Possibly this hasn’t been working long enough to develop a com- 
parsion, but you certainly have had the experience in the field. 

Mr. Camp. I am under this impression, and I can’t make it as a 
flat statement, that when VHMCP came into being and the applica- 
tions that the VA had on hand for direct loans were referred to 
VHMCP, that many of those had been pending with VA for many 
many months because the demand had been so great for those loans 
they couldn’t get to them, so I am of the opinion that VHMCP is 
handling the cases much more rapidly than VA could handled them, if 
you didn’t have VIIMCP. 

Mr. Wipnatu. Thank you very much. 

Mr. Gamsie. We had a lot of testimony in New York on warehous- 
ing. Does that come into the field here? 

Mr. Camp. Yes, Mr. Gamble, I think it does. The savings institu- 
tions, like life-insurance companies, and other types, too, I think are 
rapidly coming around to the point where rather than wait until 
your money piles up in the bank and then trying to go out and find 
investments for it, that it is an ideal thing to always have some 
investments stacked up so just as fast as your money comes in, you 
‘an take them up and not let your money lie idle. 

So to my mind, warehousing, where there is a permanent com- 
mitment for loans by an investor, is all right. 

Now, on the other hand, I have my doubts about warehousing 
where the loans have been made, and there is no permanent commit- 
ment for it and, shall we say, it is somewhat speculative as to who 
to find to buy that loan. 

Now, Mr. Rains, that may artificially create the demand I was 
talking about a moment ago, if you let too much of that go on. 

Mr. Rains. We had a rather strange experience with warehousing 
when this committee was first set up. It was about the time the 
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Federal Reserve gave its famous left-handed crackdown on ware- 
housing in New York. I thought it was a Wall Street deal that 
might be bad, but as a matter of fact, after some real hard study, this 
committee came to the conclusion there wasn’t anything too much 
wrong with warehousing, that it was a normal practice and in reality it 
possibly helped, and we even had the nerve to say so in the report 
we sent out. 

I think it is novel and new to people who are not in the business, 
but it seems to have been in operation many many years for the 
people who really know mortgage credit. 

Mr. Came. I think the main problem we have is whether it is car- 
ried to excess. 

Mr. Rarns. That is right, it is a matter of degree. 

Mr. Camp. But as far as our own company is concerned, we have 
loans warehoused practically all of the time, so that just as fast as 
our money flows into us we can reach over and pick them up. 

Mr. Gampie. Well, it has the very great tendency to stabilize the 
situation: does it not? 

Mr. Camp. I think you are right, Mr. Gamble, I think it would. 

Mr. Ratns. Any questions, Mr. Ashley ? 

Mr. Asniey. Just 1 or 2 questions. 

You are an advocate of flexible interest rates. Do you think that 
that would in part, at least, help attack the flagrant discount practices ? 

Mr. Camp. Yes; I do, Mr. Ashley. and when I say flexible interest 
rates I have in mind what you have done on FHA debentures. You 
permit the rate on FHA debentures that we would get in case we fore- 
close on a loan to go up and down according to the Government bond 
market, and I think it is varied each 6 months, so what I have in mind 
is, say, each 6 months a look would be given at the FHA and GI rate 
and right at the moment my point is if the rate were 314 percent that 
is the equivalent of absorbing a 214-point discount, and I think 214 
points except for the flagrant cases would cover most discounts, so 
my point is I am making, if right now there would be some system 
where the rate were adjusted to 434 percent it would still be lower than 
the conventional rate of 5 percent, and I think would take most of the 
discounts out of the picture. 

Mr. Asnutry. If we did have flexible interest rates, the particular 
rates charged at a given time would reflect the tightness of the total 
credit market; wouldn’t they ? 

Mr. Camp. I guess it would because, as I see it, there is no way to 
get away from the fact that we have a certain amount of money in 
this country available for investment for all segments, mortgages, 
public utilities, and so forth. 

Mr. Asnutey. But there is no real control over how much of the 
total is going to go for home mortgages; is there? 

Mr. Camp. No; and that is one reason I think it important that the 
interest rate on home mortgages be competitive with the rates being 
paid in other fields because, if not, the home mo market won’t 

et its fair share of the money, which means the Government will 
1ave to step in and do it. 

So I believe one of your problems as a legislator, as I see it, is to 
try to work out some system where the return on mortgages is made 
competitive with the return on other forms of investment, so that 
the home-mortgage market will get its share of these savings funds. 
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Mr. Asuitey. Well, what is money worth?! Is it worth all that the 
traffic will bear? I am thinking now, of course, from the standpoint 
of a GI who may be buying a home. What would be an excessive 
rate of interest in a situation over which he has no control whatso- 
ever / 

Mr. Camp. What I am saying at the moment is that I think a maxi- 
mum of 434 percent interest would not be excessive interest for him. 
When I say flexible, I don’t mean it just can vary from day to day, 
or anything the traffic will bear, but each 6 months Congress, or the 
proper designated official, would take a look at it and through some 
formula would decide what rate of interest you are going to premit on 
FAA and GI loans for the next 6 months. 

Just as a guess, I am saying that right at the moment I feel that 
434, percent would attract a fair share of the savings of the country 
into the home-mortgage market without too much discount. 

Now, right at the moment, the way you are adjusting it, that interest 
rate to 434 percent is in discounts. 

Mr. AsHiey. Well, I just don’t see quite where the end would come 
if we are in a period as we appear to be of free expansion, both popu- 
lationwise and industrially. It seems to me that we may be in a 
period of a continually tight market for credit. If we don’t have 
any real control over the amount of money that is going to go into 
mortgage credit then it seems to me that you have got a very unfor- 
tunate situation as far as the average individual around the country 
is concerned who desperately needs a new home. He is simply going 
to have to pay a whole lot of money in the form of interest. 

Mr. Came. When you made your first point I had a thought, but 
it slipped me. What was the first point? 

Mr. Asuuey. I am just a little concerned about the fact that—— 

Mr. Camp. About whether a fair share of the money is going into 
the mortgage market ? 

So far, the mortgage market has been getting an increasingly larger 
share of the total savings, but now coupled with that some of the 
loans have been going at discount. That is the only way they have 
been able to adjust the interest rates to make it competitive. 

Mr. Asuury. That, of course, goes to my second question, which is 
what is money worth? Is it worth anything the traffic will bear? 
We have come from sections of the country where we have seen 8- 
percent discounts, and that is what the traffic will bear. That is 
almost 6 percent. 

Mr. Camp. Getting back to the discounts, let me give a particular 
interest that happened with us last year. We had some mortgages 
presented to us through VHMCP on some colored houses in some 
other sections of the State. We approved some of the loans, several 
lenders approved all of them; we approved them at a discount of 
2 percent, as far as the discount was concerned. When the applica- 
tions came in the real application with the credit report, we approved 
half of the credit reports and turned the others down. Some of them 
had judgments against them, and so forth, and we said “Submit this 
to other applicants.” But, then, even though we had offered to buy 
those loans at a 2-percent discount, plus the 1 percent which a borrower 
is going to pay, which we are going to get in that. case, in order to 
avoid having to go out and get other applicants which would meet 
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our test. those loans were placed with another lender outside VHMCP 
at a 6-point discount 
Now, that cets back to what I said a minute ago. Discounts arise 


not only because of 2 shor!age of money, and that kind of thing, but 
the fact here is these people were willing to pay a €-point discount, 
and get borrowers that didn’t have to meet any test rather than 
have them submit them to us and have the borrowers meet our test 
at a 2-point di: nt, so I want you to keep in mind that discounts 
are not just one thing; there are many things that enter into the 


situation, the money market being just one 1fem. 
So far the mortgage market 1s getting the big share. 


Mr. Astnry. It all ends up on the purchaser, though, doesn’t it? 
Mr. Camp. The discount, yes; but the same thing if you increased 
his interest rate to 434 pereent, so he would have paid more there. 


So it is just a question of what interest rate he is going to pay at 
any particular time in a given money market. Certainly by all means 
Congress should keep a ceiling on the interest rates that you permit 
to be paid on Government-guaranteed insured loans. 

Mr. Asniry. Thank you very much. 

Mr. Ratns. Any questions, George ? 

Mr. Huppieston. No questions. 

Mr. Ratns. We are running behind. Ehney, it is a very enlighten- 
ing d :cussion, and we could spend the day with you. Thank you 
very much for coming. 

Mr. Camp. Thank you very much. 

Mr. Ratns. We have enjoyed having your views. 

The next witness is our friend John Hall. 

Come around, John. 

John Hall is president of Cobbs, Allen & Hall Mortgage Co. 

If you desire, you may sit over there. Weare glad to have you, John, 
and you may proceed in any manner that you see fit. 


STATEMENT OF JOHN C. HALL, PRESIDENT, COBBS, ALLEN & HALL 
MORTGAGE CO., INC. 


Mr. Hai. Thank you, Mr. Chairman and gentlemen. I am sorry 
to say that there is a certain amount of repetition in my testimony on 
the subject Mr. Camp was discussing. 

Mr. Gamer. We have experienced that before, sir. As a matter of 
fact, we had it all day yesterday. 

Mr. Rarns. You may proceed. 

Mr. Hatt. My company is mortgage bankers making and servicing 
loans throughout Alabama. Although I appear before you as an indi- 
vidual citizen, my company is loan correspondent for six large life- 
insurance companies as well as several mutual-savings banks, trust and 

ension funds, and commercial banks. We service 6,800 mortgage 
oans, aggregating $59 million, on homes all over Alabama. 

Because of the uncertainties which presently exist in the mortgage- 
money market, I am glad to have the opportunity to appear before you 
and give you my thoughts regarding mortgage credit. 

Since 1951, 5,900,000 residential units have been constructed in the 
United States, more than 10 million since the end of World War II. 
The consensus of opinion is that considerably in excess of 1 million 
units, possibly 1,200,000, should be started each year for the next sev- 
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eral years in order to supply the needs of the continually increasing 
Sore : 


population. It is thought also that this number of uni absolutely 
necessary to properly support the economy of the country. 
Insofar as Birmingham is concerned, and | believe the same is true 


throughout Alabama, there have been relatively fewer residential 
units buiit since World War IL than in most comparable locations. 
Consequently, we are not overbuilt and need many additional units in 
Birmingham and in most cities and towns 1n the State 

Based upon the assumption that it is necessary and desirable to 
keep the residential construction rate at a high level, | would lke to 
briefly discuss the availability of mortgage money. 

A very large percentage ot mortgage money ior housing Is furnished 
by the following sources: (1) Life-insurance companies, (2) mutual- 
savings banks, (3) savings and loan associations, (4) counnercial 
banks, and (5) FNMA. In a considerably lesser degree, pei ion 
funds and endowments are now investing 11 mortgages. Mortgage 
bankers are making a concentrated effort to make it convenient and 
practical for the last two sources to invest in mortgages on a muchi 
more substantial basis. 

Mr. Rarns. I would like to put my stamp of approval on that, Jo 
I think that is fine. 

Mr. Hau. I would like to send you a brochure on what we are trying 
to do, if you haven’t seen it. I would be glad for you to see it and to 
send it to you. 

Mr. Gamerx. Send it to all of us. 

Mr. Hatz. I shall be glad to. 

In order for the institutions I have mentioned to finance the tre- 
mendous house-building program which we have experienced in recent 
years, it has been necessary for them to (1) convert Government 

onds and other securities, (2) to use various plans for warehousing 
mortgages, and (3) for some institutions to borrow from the home- 
loan bank and invest the money in long-term mortgages. 

The mortgage debt has increased from about $35 billion in 1944 
to more than $126 billion in September 1955, an increase of 264 per- 
cent. Mortgages on 1- to 4-family properties, during the same period, 
have increased from $18 billion to $89 billion, or 396 percent. 

Life-insurance companies, the largest investors in home loans in 
Alabama, have 32.3 percent of combined assets in mortgages as com- 
pared with only 14.8 percent in 1946. Savings banks now have 55.2 
percent of assets in mortgages. 

It, consequently, seems inevitable that in order to continue to attract 
large amounts of funds into FHA and VA loans it is going to be 
necessary that these mortgage investments be attractive to investors 
as compared with other available investments. 

I would like at this point to comment on report No. 2 of your 
subcommittee on housing, and to congratulate you gentlemen upon 
the very thorough manner in which you have gone into the various 
problems regarding housing and housing finance. 

With particular reference to section 2 of this report regarding 
discounts, I should like to quote briefly : 


hn. 


1. Fluctuation in the supply and demand for mortgage capital naturally affects 
the price at which it can be obtained. 

2. We recognize realistically that in periods when all sectors of the economy 
are clamoring for investment capital, discounts in some degree are unavoidable 
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and, indeed, are a necessary adjustment to changing supply and demand rela- 
tionship. 

Mr. Rains. You agree with that, don’t you? 

Mr. Haxu. I agree that there have to be adjustments made. 

I feel sure any informed person will agree, if the high rate of 
residential construction continues and adequate mortgage money is 
to be available for FHA and VA loans, that the yield from these 
loans must be relatively attractive. As stated in your report, the 
present discount system is one way of doing this. In my opinion, 
however, the best way to do it is to provide for flexible interest rates 
on FHA and VA loans. Money is a commodity, the same as the 
building materials which go into a home, and should be governed by 
the law of supply and demand like other commodities. Interest rates 
on FHA and VA loans would then be free to change according to 
the varying conditions in the financial system and would be subject 
to the restraint of competition which determines the rates on other 
types of investment, including conventional mortgage loans made 
by federally insured savings and loan associations. 

Government price and rent controls were found to be impractical 
and have been discontinued. It seems to me the Government realized 
the futility of price control when it recognized the necessity of stop- 
ping support of Government bonds and permitting the price to fluetu- 
ate us dictated by the demand in a free market. 

I believe removing the control of FHA and VA interest rates would 
be the most important move toward making adequate funds con- 
sistently available in all parts of the United States for FHA and 
VA Joans. 

Funds for conventional mortgage loans are and have been ade- 
quately and consistently available in Alabama. I think this has been 
true because the interest rate on these loans can fluctuate along with 
rates on other types of investments. In spite of these uncontrolled 
interest rates, home loans are readily available in cities throughout 
the State at from 484 to 5 percent interest on a par basis. In smaller 
towns the rate charged is usually one-half of 1 percent higher. 

I would like to give several reasons why, with a flexible interest 
rate, the FHA and VA loan program would be more workable and 
more acceptable. 

1. There are many instances where a veteran is prohibited from 
buying a home which he wants very badly because the owner will 
not absorb the necessary discount. 

Mr. Ratns. Of course, under the law you cannot pass it on to him, 
the veteran. 

Mr. Harty. That is mght. There is a question in my mind whether 
it is not done indirect]y, and unavoidably, Mr. Chairman. 

Mr. Gameie. Under the table. 

Mr. Ratns. Go ahead. 

Mr. Hatz. 2. Admittedly, discounts in some areas are excessive 
and could result in residential construction becoming unattractive to 
contractors. ‘There is also the undetermined question as to what 
effect the necessity of a builder paying a discount could have on in- 
creasing a VA appraisal, even though VA appraisers are instructed 
to make no allowance for discounts in their calculations. With refer- 
ence to this matter, your report states “the gouging of home buyers 
which may be involved.” 
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3. The suggestion in your report that the matter of “fair discounts 
in given areas” be determined administratively by the FHA and 
Veterans’ Administration is not, in my judgment, practical, and would 
cause much bickering and dissatisfaction and wou]d, I feel sure, in- 
crease greatly the mail of Congressmen from disgruntled constituents 
from all localities. 

Mr. Ratns. We don’t want to do that. 

Mr. Hau. Incidentally, Fannie May has recently come out with 
a price list. They propose to discount loans in Alabama and Mis- 
sissippi, Mr. Chairman, a half a point less than the basis they are 
buying them in Georgia and Florida, and I expect you gentlemen will 
hear on that. pretty soon. 

Mr. Gams te. Is that discrimination, do you mean ¢ 

Mr. Rarns. Yes; that is discrimination. 

Mr. Hatt. I don’t think there is any question about it. The econ- 
omy in the States I mentioned is substantially the same, Mr. Gamble. 
I think loans in Alabama are worth much more than they are in 
Georgia, personally. 

Mr. Rarns. We will give them a call when we get back. 

Go ahead. 

Mr. Hauz. Four. There are many institutions which object to the 
discount system in principle and as a very inefficient manner to in- 
fluence the channeling of funds and, consequently, make other in- 
vestments. 

With reference to the statement in your report to the effect that 
the result of the increase in rate which was adopted in the spring of 
1953. was not impressive, I would call your attention to the fact that 
after a speculative builder determines that mortgage money is avail- 
able about 6 months elapses before he can acquire and develop land 
and install utilities, have plans prepared, obtain approval from the 
FHA and/or VA, and arrange to sell the permanent loans. After 
this the houses must be constructed which, with good weather, requires 
3to4months. Consequently the conclusion in your report that after 
the rate increase was approved in the spring of 1953 the big pickup in 
GI Joan volume did not occur until 1954 certainly seems to me to be 
a logical occurrence insofar as time is concerned, and not an indication 
that loans at the higher rates were not much more acceptable. 

Until a flexible interest rate is put into use on FHA and VA loans, 
the present discount system should be continued. With its deficiencies 
it is the only device available to influence the flow of money into FHA 
and VA loans. 

With reference to FHA operations, I understand their appropria- 
tions have been reduced from time to time, which caused a reduction 
in some of their important and necessary activities, including a cur- 
tailment in personnel. I believe some of their programs for training 
younger men have, for this reason, necessarily been abandoned. I 
hope you gentlemen will use your influence toward this well and prop- 
erly operated Administration consistently receiving adequate funds 
with which to operate efficiently and with promptness, 

With reference to the operation of the Veterans’ Administration 
Loan Guaranty Division, I understand that the established civil-serv- 
ice grades limit permissible compensation for construction analysts 
and appraisers to the extent that it has been very difficult for the Vet- 
erans’ Administration to employ experienced personnel for this type 












132 INVESTIGATION OF HOUSING, 1955-56 


of work. They have made continuous efforts to solicit technicians for 
employment but with the present limitations find it impossible to com- 


with private enterprise. It seems to me, xs a practical matter, 
that these grades should be raised to enable the Veterans’ Administra- 
tion to employ qualified personnel. 

In conclusion, " would | like to express my appr cine; ion for the op- 
portuniiy to appear before your committee and to thank you for your 
interest in housing and housing finance as evi 1 ced by your past 


activit whe and by your trip to Birmingham to hold this et ing. 

Thank you very much, Mr. Chairman. 

Mr. Rains. Thank you, John. That is a good statement. There 
are a lot of questions I could ask. Some of them I covered with Ehney, 
but I want to comment on these last two paragraphs that you have. 

You know a committee such as this traveling over the country, 
naturally we get all of the complaints and gripes and criticisms be- 
cause that is what we are set up to get. Weare not out to pat somebody 
on the back. We are supposed to take back the facts, but I want to 
say for the FHA that that statement you made in which you say they 
are curtailed in personnel is absolutely true. 

While I don’t want to get into any argument with my friends on 
the Appropriations Committee in the House of Representatives where 
these appropriations have to start, I hope it will be possible for us 
to induce them to be a little more lenient and recognize the fact that 
the FHA needs a continuing appropriation. 

It is my feeling that the profits made by FHA might well be used 
by FHA without returning to Congress for permission. I would vote 
for such an amendment, but the Appropriations Committee requires 
that they keep their fingers on those funds, and it is difficult to get 
the job done. 

The same thing is true of the Veterans’ Administration. I am of 
the opinion if you are to get somebody to do this job you have to pay 
them a reasonable salary with which to do it, and I appreciate your 
putting it in. 

Mr. Hatz. The timing on appropriations has been very bad on 
FHA in the past. 

Mr. Rarns. Yes, they have had a big backlog, and have been losing 
personnel all of the time. We found that true in Los Angeles and 
in New York. I heard in New York I forget how many thousands 
of applications they had to process, and they had 4 or 5 lawyers in 
all of the divisions to look at that business. 

You cannot help but get behind with your work. 

Now, on the flexible interest rate, I just have one question to ask you. 
I could ask you a great many. You don’t think that the Congress 
ought to just take the top off of VA and FHA interest rates? “You 
think that they ought to set a maximum, but—— 

Mr. Hatt. Yes, set a ceiling or tie it to long-term mortgage prices. 

Mr. Rats. I don’t know whether I would favor that, since we live 
in a controlled economy and one of the great troubles we have in Wash- 
ington is to keep the Treasury Department from running the Govern- 
ment. That is my feeling about it, so T would much prefer to see it 
have a top rate, a ceiling set on it, and then let it fluctuate in between. 

What do you think would be a reasonable rate, a half a percent 
more ? 
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Mr. Hatt. I think so at the present time. I think even if you allowed 
an increase, I think in certain localities, in the East and New England, 
particularly, that they would still make loans at 414 percent. 

Mr. Rarns. Competition is there, they naturally would. 

Mr. Ha tt. I think in the cities in this State there would be money 
readily available at 434 percent, and in the smaller outlying communi- 
ties at 5 percent. I think that would be a proper and satisfactory 
arrangement. 

Mr. Rats. Any questions, gentlemen ? 

Mr. Gamste. Do you consider the money market here tight at the 
present time? 

Mr. Hat. I consider it tight, yes, Mr. Gamble. It has shown signs 
of easing up within the past few weeks, in the past 30 days I would 
say, as evidenced by the interest of savings banks particularly. Most 
of the life-insurance companies, all of the life-insurance companies 
that I am familiar with operate on an allocation basis, which is a 
restricted basis, of course. 

Mr. Gampue. They allocate so much for every 3 months or every 
month, or something ? 

Mr. Haux. Every 6 months. 

Mr. Gamepte. And they try not to exceed that and not to go below it? 

Mr. Hau. There is no trouble about going below it. It is a prob- 
lem of not exceeding it now. We have more demand for funds than 
we have funds available throughout this State now. There is no ques- 
tion about that, in my mind. 

Mr. Rats. Bill? 

Mr. Wipnatt. Mr. Hall, Dr. Kummer testified about an experi- 
mental house that they had produced, and he said it was going to be 
occupied by a tenant farmer. Are any of these loans made available 
throughout Alabama for tenant-farm housing? 

Mr. Hatt. As far as I know, they are not; no, sir. The size of the 
loan, and the scattered or isolated location are the things that the 
investors object to, of course; most of them contend that the loans 
are unprofitable unless it is $6,000 or some say $7,500 that is a minimum 
that is profitable for the investment. 

Mr. Rarns. Too, the servicing of the loans would be too expensive. 

Mr. Hay. You can’t service a loan of the $5,000 type the gentleman 
spoke of for half of 1 percent, which is customary compensation and 
break even on it, I don’t believe, certainly not over a period of years 
you can’t, or if you have to make one trip out into the country to see 
about collecting the money. 

Mr. Wipna.t. I was just thinking whether it was possible to make 
a loan under any of the Government programs so that the actual owner 
didn’t occupy the house and the tenant occupied the house? I don’t 
think it is possible. 

Mr. Rarns. It is not possible. 

Mr. Wipnatu. The thought occurred to me at the time he said the 
tenant farmer was going to occupy this house. 

Mr. Ratns. But you forgot to remember that that house was built by 
the land-grant college at Auburn on one of its experiment stations. 

Mr. Wipnatt. I understand it is an experimental house. 

Mr. Hat. I am sure there is a need for that type of housing. What 
I said about 5 percent interest rate being adequate, I didn’t have that 
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type of thing in mind, I think a higher rate than that would be 
proper in connection with that type of investment. 

Mr. Asuiey. How is that $5,000 home going to be financed? ‘There 
is a great need for it in Alabama, according to the testimony we 
have had. 

Mr. Haru. I think so. I think with a 6-percent interest rate it 
would probably be something that would interest an investor. 

Mr. Gamer. Well, that would be a conventional-type mortgage, 
then, would it ? 

Mr. Hatz. I presume it would be; yes, Mr. Gamble. I didn’t hear 
all of the gentleman’s testimony, I didn’t hear him very well at all, 
and I am not sure what the situation is; but I do know that a rural 
house in that price range is very difficult to finance. 

Mr. Rarns. John, thank you very much for your appearance. TIT 
wish we had time to go into it further, but IT don’t want to make any 
of these fellows late for their golf games this afternoon, so we will 
move along. We want to express our appreciation for your hos- 

itality and the cour tesy of you and your colleagues since we have 

en here in Birmingham. 

Mr. Hauy. Thank you. 

Mr. Rarns. The next witness is Mr. Robert I. Green, Jr., president 
of the Avondale Federal Savings & Loan Corp. We are hear ing now 
from the savings and loan. 

Come around, Mr. Green. How are you today ? 

Mr. Green. Good ; thank you. 

Mr. Rats. All right, Mr. Green, you may proceed as you desire. 


STATEMENT OF ROBERT L. GREEN, PRESIDENT, AVONDALE 
FEDERAL SAVINGS & LOAN CORP. 


Mr. Green. Mr. Chairman and members of the committee, as a 

representative of the local savings and loan interests 

Mr. Ratns. Let me ask you a question or two for a little background 
before you get into your statement. 

How long have you been in the savings and loan business ? 

Mr, Green. Ten years, a little over. 

Mr. Rarns. Is yours a federally chartered institution ? 

Mr. Green. It is not federally chartered. 

Mr. Rarns. But it is federally insured ? 

Mr. Green. Thats right. 

Mr. Rains. What is the name of yours, Avondale ¢ 

Mr. Green. Avondale. 

Mr. Rains. Go right ahead. 

Mr. Green. As I started to say, we appreciate the opportunity of 
participating with you gentlemen in this hearing. We hope your 
visit to Birmingham will prove to be a pleasant one, and that we may 
in the future be ivileged to have you with us again. 

As you know, I am the third to appear here this morning, I believe, 
on the subject of mortgage credit. There has certainly been no col- 
laboration between the two gentlemen who preceded me and myself 
on this subject, but I believe that you will not find a very great area 
of difference in our thoughts on the matter. 

To get a proper perspective of the mortgage market today it is 
necessary to review the experiences of the past year. In reality, the 
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mortgage market never has before experienced such activity as in 1955. 
It was a year that had to be lived through to be believed. As we 
approached the threshold of 1955 no one, to my knowledge, in respon- 
sible position, predicted so rapid or aggressive advance as was actually 
experienced. 

Some of the aspects of the 1955 expansion had a direct bearing on 
the mortgage market. The number of new housing starts, while a lit- 
tle short of the alltime record, approximated 114 million, and was a 
good second best in the history of the industry. Further, the dollar 
volume spent, nearly $15 billion in the production of those houses, was 
the highest ever. 

Life-insurance company investments of all kinds were something 
more than 10 percent ahead of 1954. But their nonfarm mortgage 
acquisitions were around 30 percent above the previous year. 

Savings and loan associations, in their role of the country’s No. 
srovider of funds for home mort gages, also increased their foo 
in 1955 by more than 35 percent above the 1954 total. 

Mr. Chairman, if I might divert here for just a moment, and bring 
to your attention that ac cording to statistics which we have the sav- 
ings and loan industry in this country last year provided approxi- 
mately 39 percent of all of the home mortgage credit. 

Mr. Rarns. It is a very impressive record. 

Mr. Green. All of this added up to an impressive year. But in the 
view of those responsible for keeping checks and balances on the coun- 
try’s economy, it became apparent, as the accelleration continued into 
the second half of the year, that things were getting a little too im- 
pressive. Their concern was not only with the high activity in the 
mortgage market, but with the stock market, and with the consumer 

eredit situation in general. Due to the rapid expansion of bank credit 
in support of the markets and prices of industrial commodities, par- 
ticularly building materials, and as construction costs began to move 
upward, it was deemed that some restraining actions were in order. 

The actions taken by the governmental economic authorities, in- 
eluding the Treasury, the Federal Reserve, the Home Loan Bank 
Board, and so forth, were aimed at bringing investment, by both busi- 
ness and consumers, more nearly into balance with currently available 
savings. 

The temporary effects were quite severe, and probably more so on 
the mortgage market than on any other sector of the economy. How- 
ever, the opinion seems to prevail that the actions taken were fully 
justified, in that there has resulted a very definite abatement of infla- 
tionary tendencies, which was the primary objective. In addition, it 
has caused the long-term mortgage lender to make a careful reap- 
praisal of his commitments, to bring them into line with his ability 
to handle, without the borrowing of short-term funds with which 
to do so. 

It is a fact that the actions referred to did cause a temporary tight- 
ness of mortgage money in the latter months of 1955, and continuing, 
in lesser degree, into the first months of this year. However, it is 
believed that for the current year as a whole the mortgage funds avail- 
able will equal or excel that for the year 1955. There are several 
reasons why I make this statement. Some of the restraints hereto 
fore mentioned have already been eased, and there is reason to believe 
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that further moves of a like nature may justifiably be made in the not 
too distant future. 

Mr. Rarns. I notice you say “justifiably.” Do you believe they ought 
to be removed now ? 

Mr. Green. I believe that the condition has been rectified insofar 
as the halting of inflationary tendencies to the point that there may 
be some further relaxation. 

Mr. Rains. The Home Loan Bank Board has practically removed 
all of their restrictions, haven’t they ? 

Mr. Green. No; they have only made a very moderate relaxation. 

Mr. Ratns. Well, am I right or wrong in saying that Administrator 
Cole has recommended—didn’t he take some action to remove the re- 
strictions of downpayment and all that be imposed on mortgages, 
that is what I had in mind, instead of the Home Loan Bank Board. 

Mr. Green. Mr. Chairman, of course I might remind you that the 
Home Loan Bank Board is an independent agency and actions taken 
by Mr. Cole would not necessarily govern. 

Mr. Rarns. Yes; I remember that occasion very well—how it got 
to be an independent agency, and I am proud of it, sir, too. 

Mr. Green. The continuing growth in the country’s major sources 
of home financing, that is, savings and loan associations, life-insurance 
companies, and savings and cooperative banks, together with the con- 
stantly increasing amount of funds resulting to those institutions from 
monthly repayments of loans heretofore made by them, creates a great 
pool of funds the logical use for which is investment in new home 
mortgages. Also the expected continuing increase in disposable in- 
come should enable more families to make larger downpayments and 
faster liquidation of mortgage debt. 

Now, with respect to the mortgage credit situation in this immediate 
area. Although you will hear in some quarters that money is tight 
and mortgage loans hard to get, I think a close analysis of such reports 
will establish that they come mainly from speculative builders whose 
principal objective in life seems to be the promotion of governmental 
guaranties, restricted interest rates, lengthening periods of repayment, 
and ever-increasingly higher and higher loan ratios. All to the end 
that the sale of their product may be facilitated without regard to 
future consequences, either as they may affect the individual purchaser 
or the taxpaying public. It is my belief that it is increasingly impor- 
tant for those of us who are in the mortgage-lending business to look 
ever more critically at proposed loans to speculative builders. 

A look at the December 31, 1955, statements of savings and loan 
associations in Jefferson County reveals that they, at that time, had 
funds available for mortgage lending, over and above liquidity re- 
quirements, sufficient to take care of loans normally made by those 
institutions over a 3-month period, That fact alone should be evi- 
dence that good sound home loans are not going begging in this area. 

Mr. Rarns. Could I interrupt to ask one other question: Are the 
savings and loan associations here in the Jefferson County area all 
still accepting the savings of the people? 

Mr. Green. They are. 

In fact, those of us who are actively engaged in the business, are 
well aware of the competition offered by numerous life-insurance 
companies, for desirable home-mortgage investment in this area. 
Although there is some temporary abatement of this competition 
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from time to time, through the practices of the insurance companies 
of temporarily withdrawing from the market, the savings and loan 
associations are constantly, day in and day out, seeking suitable home 
loans and on reasonable terms, without regard for the presence or 
absence of the insurance companies in the market. In this connection, 
I would like to remind the committee members that for the savings 
and loan industry to fulfill its proper function in the economy of the 
nation, that is: 

On the one hand, to provide that great mass of citizens, commonly 
referred to as middle class, with a facility for accumulating their 
savings that provides them with the essentials desired, (a) safety, 
(6) convenience of doing business, (c) reasonable availability, and 
(d) a fair rate of return, and on the other hand, to channel the great 
bulk of those funds into real-estate mortgages to assist that same 
citizenship in acquiring and paying for decent and comfortable homes 
in which to live, it is necessary that the individual association and 
the industry as a whole place great reliance on the ability of the 
Federal Home Loan Bank System to provide funds to meet with- 
drawal demands if and when those demands might exceed the moder- 
ate liquidity normally maintained by the industry. 

It is our thinking that the Federal Home Loan Bank System has 
developed and demonstrated its ability to provide the relatively lim- 
ited amount of funds that might appropriately be called upon to 
provide in order to meet seasonal or sectional loan demands, but that 
it has not yet had to cope with what we think is its primary and most 
important function, that is, to provide member associations with 
funds with which to meet withdrawal demands in a time of economic 
stress such as has not been experienced since the establishment of the 
Federal Home Loan Bank System. We do not wish to appear pessi- 
mistic, but we fear that the lack of need to do so, up to this time, 
may have caused the Congress to fail to do all that should be done 
to fortify our industry against the unhappy consequences that might 
result if we should be so unfortunate as to move into another period 
of serious economic stress. We beseech your serious consideration of 
such an eventuality. 

In conclusion, it would seem safe to state that so long as the econ- 
omy is maintained at a level that will provide the individual with dis- 
posable income sufficient to make his home mortgage payments, to 
pay his life-insurance premiums, to buy additional life insurance, and 
to add to his liquid savings, there will continue to be adequate mort- 
gage credit to provide for orderly and sensible development and 
expansion of the country’s housing needs. 

Mr. Chairman, thank you. 

Mr. Rarns. Mr. Green, first of all I would like to tell you that the 
Banking and Currency Committee was the mother of the savings and 
loan business in this country, we have a very high regard for the work 
that the savings and loan associations are doing, and we are glad to 
see them do the big percentage of home mortgage financing which 
they are doing. I would like to say that I am pleased to see the fine 
organizations you have here in Jefferson County and in Alabama, 
and I think that you have done a very outstanding job. 

I don’t quite understand what you mean by saying that we ought 
to look out for that day, the rainy day that might come, and give more 
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authority to the Home Loan Bank Board. Specifically, what do you 
have in mind? 

Mr. Green. Mr. Chairman, I don’t think that I would want at this 
time to make a specific recommendation. I would call your attention 
to the fact that the Home Loan Bank Board’s normal means of rais- 
ing funds is through the issuance of debentures. 

Mr. Rains. That is correct. 

Mr. Green. And you know those debentures are not obligations of 
the Federal Government; they are neither guaranteed as to principal 
or interest. 

Mr. Rains. But I was amazed to see the fantastic price they brought 
the last time they were olfered, which I thought was a very good vote 
of confidence. 

Mr. Green. They are proud of that, but you must remember the 
economic condition today and for some years past is on quite a differ- 
ent basis from what it might conceivably get into in the future and 
the ability to sell those ‘aentanes of course is going to depend to a 
very large extent upon what the economic situation may be at the 
time they are offered. 

Mr. Rains. You raise a very good thought and one that is worthy 
of consideration, 

Mr. Green, That was my entire motive, to cause you people to give 
some thinking, not necessarily to do something for the moment. There 
is one further thing I would like to bring to your attention, too, and 
that. is that under present authority, as I understand it, the Treasury 
of the United States is authorized in their discretion to furnish the 
Home Loan Bank Board with funds up to the extent of $1 billion. 

Now, that is not obligatory.. There is some authorization with re- 
spect. to the savings and loan associations as to three-quarters of a 
billion dollars which is obligatory, but the duties of the Treasur 
with respect to the Home Loan Bank Board is not obligatory, as 
understand it. 

You will also realize that that authorization, such as it is, was 
made some several years ago when the size of the savings and loan 
industry was less than one-half what it is today, and as time goes 
on, those provisions and those authorizations become somewhat out 
of proportion to what they were at the time they were enacted. 

Mr, Rarns. One other question on an entirely different subject: 
Do you, as a building and loan businessman, favor enactment of legis- 
lation to allow building and loan associations—I will call it for lack of 
a better term—to go into project development ? 

Mr. Green. No, sir; I do not. 

Mr. Ratns. You do not believe that is their proper function? 

Mr, Green, No, 

Mr, Rawys, I know some of the building and loans say they can’t 
make loans unless they get money to develop the projects on which 
to build, 

Mr. Green. I realize my opinion on that is not in accord with 
all of those in the savings and loan business. 

Mr, Ratns. Any questions, gentlemen ? 

It is an interesting statement, and a good one and we appreciate 
it, Robert. 

Mr. Green. Thank you, 
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Mr. Rags. I have listed as the next witness Mr. John Baswell, 
but I understand someone else will testify. 

The next witness is Mr. Louie Reese, representing the Birmingham 
Real Estate Board, and after him is Mr, Dan Haralson, representing 
the Birmingham Association of Home Builders. 

All right, Mr. Reese, you may proceed. 


STATEMENT OF LOUIE REESE, REPRESENTING THE BIRMINGHAM 
REAL ESTATE BOARD 


Mr. Reese. Mr, Chairman, members of the subcommittee, my name 
is Louie Reese. I am a partner in a one-horse real-estate office. I 
am here today as a spokesman for the Birmingham Real Estate Board 
to give you their position on housing and its many problems. 

Obviously, in that part of the 30 minutes allotted to the real-estate 
board jointly with our friends the home builders we can do no more 
than mention our feelings on the many problems involved and we 
cannot take you into our heart and quote you chapter and verse on 
the many events, observations, and studies which have influenced our 
honest convictions on these problems. 

[f, however, you wish our every thought and argument on any of 
these subjects, and are willing to wade through them, we would cer- 
tainly be happy to take a week or so and put them in as readable form 
as our meager talents permit. All we ask is that you promise to read 
them with care. 

To start with, we realtors are also realists. 

We know in a representative form of government you gentlemen do, 
and should in the main reflect the feelings of the majority. We know 
that you will not long represent us if you do not, on the average reflect 
majority sentiment. 

Thus, we recognize that basically the problem to get our program 
accepted lies in the field of public education. If public ignorance, 
misunderstanding, or plain apathy prevent the fulfillment of our 
program it does little good to try to persuade you to our way of think- 
ing. At the same time representative government does envision our 
representatives as at least “leaning against the wind,” insofar as 
politically expedient, when they are convinced the majority, or per- 
haps the vocal pressure group who sound like a majority, are wrong. 

We do not know what is in the mind of this distinguished group as 
to farm housing. Our primary thought, however, is that whatever 
is done, should be done with as little Government and as much indi- 
vidual initiative as possible. 

We hope you gentlemen have been through our southside apart- 
ment area. Almost every building has a vacancy sign out front. 
Seven years ago many critics hooted when our board while pleading 
with the State legislature for decontrol predicted these vacancies 
along with a 35-percent rise in rents if Government controls were 
lifted. Talk of 100-percent and 200-percent rent increases were 
rampant. Now, 7 years after decontrol, Birmingham rents have just 
reached and completely stabilized at 35 percent above controlled rents. 
And everybody 1s happier in a free market, even the tenant who is 
getting a well-kept apartment now rather than a neglected hovel. 

Our point is we still believe in the old quote, “The government 
governs best who governs least.” 
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With the farm population decreasing and urban populations in- 
creasing rapidly, we feel that most of your problems will, in the 
future, arise in urban housing where we are most experienced. At 
the same time, we agree that our farmer with comparable ability to 
repay, is entitled to the same housing advantages as his city brother. 

But, we beg, turn your intellect toward a minimum of governmental 
liability and policing. 

As to mortgage credit, we are convinced it’s mainly a matter of 
supply and demand. 

We doubt the advisability of eliminating discounting without free- 
ing the interest rate. In times of great demand for housing credit 
we are afraid it’s better to have some credit, at a price, than none at all. 
We applaud your efforts to convert FNMA to a privately owned 
secondary market and to contain the demands for direct lending. 

Although it has its defects and injustices, we applaud your title I 
of the Housing Act as a necessary weapon to be used in cleaning up 
areas too far gone for rehabilitation and to provide land needed for 
public use and redevelopment by private enterprise. However, ef- 
forts to tie title I into public housing dissipates much of its charm. 
Birmingham’s first venture in title I, the medical center project, 
should turn a neat profit to the governmental units involved. The 
land, cleaned up, is now worth considerably more than its cost. 

Mr. Rarns. Let me interrupt to ask one question. 

We drove by the medical center last night and it is a beautiful 
place. Does it envision cleaning off those blocks and then that land 
being sold and developed as private industry ? 

Mr. Reese. Yes; some of the blocks are allocated to various doctors’ 
offices and clinics, and so forth. 

Mr. Ratns. Will it be commercial ? 

Mr. Reese. Yes. 

Mr. Hupptesron. But it all will be in conjunction with the medical 
center; there won’t be commercial stores and things like that except 
where they are tied in with the medical center ? 

Mr. Rersr. The medical center gets first choice, what they can use 
for hospitals and things like that. 

Recognizing that we cannot escape the charge of bias, we still wish 
to go on record as being convinced that public housing is not the 
American way. 

Merely to say that it’s unfair competition for us, which it certainly 
is, isn’t going to sell any but our crusading private enterprises. 

Public housing for certified welfare cases is perhaps within our 
means as a Nation. 

Public housing for selected low-income families as we now have it 
is perhaps financially within our means, but in our opinion unfair. 

We are persuaded, however, that public housing for all low-income 
families is beyond our means and if we include middle-income groups 
we are brought up sharply to the realistic fact that: Since low- and 
middle-income groups are 95 percent of us, how can we collectively 
afford better housing than we can as individuals ? 

Because it usually costs the Government considerably more to build 
anything than individuals or private companies, everybody building 
homes for everyone will be far more expensive than each one of us 
working for himself to achieve homeownership. 























INVESTIGATION OF HOUSING, 1955-56 141 


We feel that the cost is so high that the Government can never do 
enough to be more than a small percentage of what our cities can do 
for themselves with rigid enforcement of health and safety laws. 
I’m sure locally our short-handed health department has eliminated 
many times more slums and potential slums than title I and Birming- 
ham Housing Authority together. 

If the health and building inspection departments had a small 
amount of the funds allotted to them as go into public housing they 
could cover this city with a fine tooth comb and do many times a more 
effective job. 

Mr. Rarns. Let me ask a question there: That public health depart- 
ment is supported by taxes. The Government pays for that. The 
work, I assume, could be done by private doctors. How can you advo- 

cate giving public funds to a public health department, and not give 
any to housing! Isn’t it one and the same ? 

Mr. Reese. I didn’t advocate that the Federal Government give 
money to the health department. 

Mr. Ratns. What is the difference if it is local or State funds? I 
have had a hard time understanding, and I say this to the head of your 
real estate board in Washington, how can you take a little dose of 
socialism, on the one hand, but you just cannot take any on the other. 
Just why is that? 

Mr. Reese. I think sanitation, health, and those things are more 
important than the housing. 

Mr. Rarns. Let us see. Doesn’t housing of the proper type tie into 
sanitation and health? I am talking about these slums, and this stuff 
you see in the cities of the country. Isn’t that a part of health? 

Mr. Reese. That is right, but we envision government as somebody 
who stands and sees that the rules are observed between people than 
actually get active in a partisan one-sided issue. 

Mr. Rarns. Well, forgive me for interrupting; go right ahead. 

Mr. Reese. In every country where public housing has driven pri- 

rate housing out of the field, the government has then failed to build 
sufficient housing because the cost is too great, and housing standards 
on net balance have lost ground. 

Recently a local public housing official admitted in court that the 
parking problem was rough around the public housing projects. | 
am sure John Q. Citizen’s realization that his tax-finane ‘ed rent cut to 
many occupants has been spent on an auto or TV has had much to do 
with defeat at the polls of public housing in a number of United States 
cities. 

As our program we propose a much less expensive drive for tough 
housing code enforcement. . 

Some say our local housing code lacks teeth, but our board could 
not locate any cases where one of our offices had had an owner who chal- 
lenged the code in court. We believe practically 100 percent of hous- 
ing code violations when ordered corrected have been corrected. 

If the Government must provide good housing for those either 
unable to afford better, or unwilling to give up less important things to 
pay an economic rent, why i isn’t it also necessar y to provide good food 
or good clothing to similar groups? 

68692—56—pt. 6——10 
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To go even further, why not do something about the unsafe and dan- 
gerous jalopies on the highways by subsidizing their owners in new 
cars $ 

Of course, we are unhappy about being the only group singled out 
to face the subsidized competition, 

Give us hell with the housing code—in many cases we deserve it— 
but please don’t put the private owner out of business with public 
housing. 

Experience with public housing in other countries indicate we will 
wind up with much worse conditions in housing than we started with, 
unless private housing is encouraged rather than submitted to ruinous 
competition. 

We thank you. 

Mr, Rains. Louie, I will say one thing, you present your case real 
well. You have good arguments, and on the basic things, of course, I 
agree with you. In other words, I don’t think there is a member of 
this committee who wouldn’t prefer that there had never been a single 
public housing unit, but we would much rather see those people some 
place besides in those shacks. That same situation is true with the 
farmers. We don’t know how to get private enterprise money out on 
the farms because these fellows tell us they cannot lend it. 

As you said, representing all of the people with all of the diverse 
ideas, it is not only natural, but I think our duty, to do the best that 
we can for them. 

I would like to see a situation where nobody was on old-age pen- 
sion—that is, a straight dole from the Government. But we cannot 
let them starve to death. So we run into difficult problems. 

Mr, Asutey. Will you yield at that point, Mr. Chairman? 

Mr, Rarns. Mr. Ashley. 

Mr. Asutry. Do you think that public housing today is driving 
private housing out of the field, or do you think there is a threat that 
public housing will drive private housing out of the field? 

Mr. Reese. Of course, it hasn’t driven it out of the field. I think it 
has discouraged it. I think most of the private housing in apart- 
ment-type projects that is similar to public housing, the Covachitient 
is taking most of the risk because they are insuring the mortgage when 
we didn’t use to have that. 

Mr. Asuuiry. We get testimony that the average income of families 
in public housing is around $2,000 a year. Now, can private industry 
house these people and make money doing it, or can they not? 

Mr. Reese. Well, I am perhaps entirely misinformed, but I had 
the impression that many of these housing projects ran a great deal 
more and sometimes double that figure in the allowance of their rent. 
We, of course, are alarmed at any public housing, but we are particu- 
larly alarmed by the continued talk about middle-income housing 
which, when you get into middle income, that is practically all of us. 

Mr. Asnury. I am talking about public housing. I share the views 
of the chairman, and of every other member of the committee, that 
public housing is a very unfortunate thing that has been brought 
about for no other cause than absolute stark necessity. We simply 
haven’t found anywhere, from California to New York, where private 
construction or private enterprise can do the job properly for our low- 
income families. They simply cannot provide them shelter. 
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Mr.) Reese. Well; of course; in the past it was provided by some 
people who referred to it as a horrible thing, but the filter-down proc- 
ess—in other words, the older much less stylish-looking properties 
that might have a very good roof over the head were rented at very 
small rent. I don’t know whether you know it or not, but the average 
rent in Birmingham for several years after the depression was about 
$15, and we are just barely over $20 right now. Of course, we have 
a colored population of 38 or 39 percent, and they are not educated 
apparently to desire good housing much. There are numbers of 608’s 
here that have rents, say, from $30 or $31 for a one-bedroom unit 
that are right nice, hot water tanks and asphalt tile floors, and built 
out of concrete block, and the two-bedroom apartments rent generally 
from $35 to $38 which is a pretty good job, I think, of furnishing 
low-cost housing. 

Mr. Asuiey. You don’t object to the Government furnishing pro- 
grams for the construction of those 608’s, do you? 

Mr. Reese. Well, as an individual, I do, but I would say that prob- 
ably the real-estate industry, and I am trying to speak for them, is 
very widely divided on that problem as to how far the Government 
ought to go. We would like to see the Government have a good deal 
less liabiilty in these things. I am sort of like Mr. Green. I ama 
little bit of a pessimist. I came out of school in 1931. I still re- 
member the day. 

Mr. Asutry. I think your statement is concise and forceful. 

Mr. Rats. Any other questions? 

Mr. Wipna. Mr. Reese, do you have any evidence here of people 
taking part-time employment rather than full-time employment to 
maintain their status in a public housing development? 

Mr. Reese. I don’t believe that is a major factor; no, sir. I think 
possibly there are a few cases that you might select, isolated cases 
where such a thing happens. I think when people get in a good deal 
higher income bracket than public housing people they are inclined 
to let the cumulative income tax discourage them from effort, but I 
dont think that is costing us much in the way of production in this 
country. 

Mr. Rie Any other questions ¢ 

Mr. Gampte. No. 

Mr, Rarns. Thank you very much, Mr. Reese. 

The next witness is Mr. Dan Haralson of the Birmingham Associa- 
tion of Home Builders. 

Come around, Mr. Haralson. 

Are you an officer of the Birmingham Home Builders? 

Mr. Haratson. I am, yes. 

Mr. Ratns. Is it affiliated with the National Home Builders or- 
ganization ¢ 

Mr. Haratson. It is, yes. 

Mr: Rats. What is it, the Jefferson County unit or just Bir- 
mingham ? 

Mr. Haratson. Birmingham. 

Mr. Ratns. You may proceed, Mr. Haralson. 
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STATEMENT OF DANIEL B. HARALSON, VICE PRESIDENT, COBBS, 
ALLEN & HALL MORTGAGE CO., BIRMINGHAM, ALA. 


Mr. Haratson. Gentlemen, I am Daniel B. Haralson, vice presi- 
dent of Cobbs, Allen & Hall Mortgage Co., Inc., of Birmingham, 
Ala. It is a distinct pleasure to appear before this committee. I 
apear here today in the capacity of secretary of the Birmingham 
Association of Home Builders, and submit to you the following state- 
ment from the Home Builders Association. 

We believe that more people are affected by the home-building indus- 
try directly and indirectly than any other phase of our economy. It 
is, therefore, important for homes to be built at the rate of at least 
i million units per year not only to provide the necessary housing 
but to continue our country’s expanding economy. 

The Birmingham Association of Home Builders would like to 
express themselves as feeling that the FHA and GI housing pro- 
grams have, without a doubt, had more effect on the economy of 
this country than any other program presented to the people in 
peacetime. 

With the assistance of these programs we have seen the home- 
building industry rise to the position where it now builds in excess 
of a million housing units per year. We realize, of course, that such 
programs having such a tremendous effect on the people of any nation 
would by nature have certain problems. 

We are here to reflect on these problems from the standpoint of 
the Home Builders Association. We would like to make certain 
recommendations which, in our opinion, would improve the overall 
housing picture. 

As a matter of policy, we are in general agreement with the urban 
renewal program and think that it has considerable merits; however, 
we feel private enterprise should be given opportunity to do this. 
Enforced city zoning and building code would help. 

We do not wish to enter into discussion of farm housing, except 
in passing, to state that there has been a noticeable decline in the 
number of farms and of families living on farms. Certainly the 
people who remain on these farms are entitled to good housing. 
Since we have not been concerned with this particular phase of the 
building industry, it would be presumptuous for us to tell anyone 
what should be done, except to say that when called upon to build 
the houses we shall provide the same excellent construction which, 
we feel, the general public is securing today. 

There continues to be a need for rental housing in our own par- 
ticular locality. We are, however, in somewhat of a dilemma in 
reference to this phase of the housine industry. We would build the 
needed units providing a satisfactory, workable program were offered 
by FHA. We cannot, under the present requirements, actually deter- 
mine the cost of a project as now required by FHA. Protection is 
needed from the possibility of being challenged by FHA as to eligi- 
bility of the loan amount after closing. The practical thing to do 
would be to stay clear of this type building. 

It is our opinion that the cost certification should be made at the 
time a project is completed and sent to the FHA for final approval 
or renegotiation prior to closing and thereby eliminate the possibility 
of subsequently reopening the case. 
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We also would like to say emphatically that as long as public 
housing is placed in direct competition with private rental housing, 
and made free from a part of private enterprise’s obligations, we have 
unfair competition. 

Private enterprise must pay many costs which public housing does 
not, thus builders and other taxpayers must provide the cushion for 
public housing. This leaves us in the position of competing with 
ourselves. We cannot compete on the rental basis offered by public 
housing. We are placed at a disadvantage when the people who are 
to occupy public housing rental units can secure the partial free ride 
from the Federal Government. 

We now come to one of the most important factors affecting the 
continued growth and development of housing in these United States. 
We must, of necessity, restrict our remarks to the area in which we 
operate. The point we wish to make is that the home building industry 
needs a more even flow of money to finance the homes which are built. 

We have seen the home building industry make tremendous progress 
during the past 10 years. We have also noted that during this time 
the availability of funds for financing has fluctuated from excessive 
to practically none for insured or guaranteed loans. We have seen 
this happen several times and most recently within the past 12 months. 
We feel that an answer can be found as to how to more evenly 
distribute the flow of funds. We do not wish, and do not recommend, 
that the financing policy of the home building industry be completely 
controlled by the Government. 

We realize the necessity, under certain situations, wherein money 
must be channeled into certain fields of the industry for the benefit 
of our country. We do feel, however, that where the builder has been 
affected by financing, the problem has been due primarily to the fixed 
interest rate on guaranteed and insured loans. 

It is our feeling that the interest rate should be allowed to fluctuate 
according to market demands. ‘The fixed interest rate is unrealistic 
and unfair to all parties concerned. In the economy of free enterprise 
it is inherently right for supply and demand to govern the price a 
commodity brings. Under the circumstances, when the demand for 
mortgages is up the interest rate would naturally be lower when the 
supply of money is low and the demand is high for investment from 
other sources the interest rate of mortgages would rise. This would 
tend to draw more funds to mortgage financing and keep the overall 
flow of funds on a more even keel. 

We have noted that during tight money situations, conventional 
loans, on which the interest rate may fluctuate with demands, have 
generally been accepted with adequate funds being available to this 
source of lending. This is due, we think, to the interest rate being 
able to move upward as required to draw the funds into mortgage 
investments. While at the same time Government-insured and guar- 
anteed mortgages with fixed interest rates have been unattractive. 

The builders, in order to channel funds into housing which is not 
readily salable on a conventional basis, have been required to dis- 
count mortgages. This tends to bring the investment return on mort- 
gages to an equal basis of other investments, making a demand on 
the supply of money. The discount is undesirable from all standpoints. 

It is our opinion that the financing of a home is a proper cost. of 
the owner. This to us means that the purchaser should be required 
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to pay the prevailing interest rate or that discounts be recognized as 
part of cost. We, as a matter of record, are not allowed to include 
discounts as a part of the cost of construction. We must absorb these 
discounts in order to place the mortgages. Freeing of the interest 
rate would, we think, eliminate discounts. We have no alternative 
except to request that the prevailing discount rate be authorized and 
included as a proper increment of construction cost and the appraisal 
increased accordingly. This is not desirable. 

We do not believe that it is the Government’s intention to eliminate 
the small builders from building houses by constant penalty of reduc- 
tion of his income. 

The individual small builder is, of course, hurt more when discounts 
are higher than the mass producer. The average profit from a house 
has been reduced to an extent whereby if discounts continue to pre- 

vail at the present level many of the small builders will be forced out 
of the market of lower priced houses where the need is greater, if not 
forced out of business entirely. The Government can, of course, pro- 
vide housing. It has been done in public housing and constant threat 
hangs over the head of the builder that “If you don’t produce, we 
will” attitude. 

Under the circumstances, it. is: sincerely hoped that the, mterest 
rate will be freed and allowed to move with the market for money. 

We feel that if an emergency arises or an oversupply of housing 1s 
evident, that the home-building industry can be controlled. We would 
extend our fullest cooperation. But with the present shortage of 
housing, and we speak particularly of the Birmingham area, housing 
should be allowed to continue on a high production basis. Nothing 
can reduce the number of housing starts so efficiently or quickly as for 
permanent financing to be unavailable or available on a basis whereby 
the builder cannot build witha profit. 

Homeownership is now at an alltime high with over 60 percent of 
the people being homeowners. Let us let it continue to grow. 

Mr. Rains. That is a well-prepared and. well-presented statement, 
Mr. Haralson. I have just one question, if yon can answer it spe- 
cifically : 

What discounts are being paid in Birmingham by home builders ? 

Mr. Harauson. If would vary with the mortgage itself as to whether 
it was a hangover from the negative downpayment. loan or one operat- 
ing under the current regulations. 

Mr. Rains. Between the two extremes, what would it be? 

Mr. Haratson. I would say the maximum at the present time would 
be approximately 4 percent on a negative) down payment. 

Mr. Rarys. From 2 to 4, would you say ? 

Mr. Hararson. Yes: however, some FHA or GI loans with a mini- 
mum of 10 percent down are going at 99 or par. 

Mr. Ratns. We appreciate your coming and giving us your view- 
point. The home builders are doing a good job. They have made 
more recommendations to this committee than perhaps any other 
group. We will not get into them today, about Fannie May, and all 
of the various things, and they have been very helpful. 

Thank you. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m.,a recess was taken until 2 p. m. of the 
same day.) 
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Mr. Rarns. The committee will be in order, please. 

We have two witnesses. And we are apparently going to have 
ample time, but in order for the witnesses to know I have to make this 
statement: The reporter has to leave at 3 o’clock but it appears that 
we will have enough time... He has to catch a plane back to Washing- 
ton. 

Come around, Mr. Robertson. 

Do you have copies of your statement ? 

Mr. Ropertson. Yes, sir. 

Mr. Rarns. I would like for the record to show that the gentleman 
who now testifies is one of my long-time personal friends from the 
city of Gadsden, and he is a member of the Greater Gadsden Housing 
Authority ; is that. right ? 

Mr. Rosertson. That is right. 

Mr. Ratns. And he is one of the leaders in the labor movement in 
Alabama, and in the Nation. 

Cecil, we are delighted to have you. You may present your state- 
ment as you see fit: Go right ahead. 


STATEMENT OF CECIL A. ROBERTSON, PRESIDENT, ALABAMA 
CONGRESS OF INDUSTRIAL ORGANIZATIONS COUNCIL 


Mr. Rosernson. My name is Cecil A. Robertson. I am president 
of the Alabama Congress of Industrial Organizations Council. IT am 
here today as a representative of the CIO and the United Steelworkers, 

I want to say at this time, Albert, that, 1 appreciate the opportunity 
to. come before this committee and give the views of labor as far as the 
housing program is concerned. 

In Miami, Fla., on February 8, 1956, the executive council of the 
American, Federation of Labor and Congress of Industrial Organiza- 
tions issued, a statement endorsing the housing bill introduced in the 
Senate by the Honorable Herbert H. Lehman, Democratic Senator of 
New York. I should like to read that statement. 


STATEMENT BY THE EXECUTIVE COUNCIL, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAT. ORGANIZATIONS, MIAMI, Fia., Feervary 8, 1956 


Lehman housing bill 


Introduction of a compreheasive housing bill by Senator Herbert H. Lehman, 
Democrat, New York, on behalf of himself and a group of cosponsors, affords the 
Congress an opportunity to enact the forward-looking housing program America 
needs. The Lehman bill stands in sharp contrast with the pitifully inadequate 
housing program the administration has recommended. 

By authorizing a far-reaching. program of housing within the means of low and 
middle-income families, the Lehman bill would set the stage for construction of 
2 million homes a year, the minimum needed to meet the Nation’s overall housing 
requirements. Enactment of the Lehman bill at this session of Congress would 
also assure that the currently sagging housing industry would play its full role 
in contributing to the Nation’s economic growth and prosperity. 

The Lehman bill provides for : 

1. Annual construction for the next 3 years of 200,000 units of low-rent public 
housing to provide decent homes for low-income families at costs they can 
afford. A> large-scale public housing program is essential to provide livable 
quarters for hundreds of thousands of families now crowded into unsanitary, 
crime-breeding slum tenements and hovels. The near breakdown in the slum 
clearance and urban redevelopment efforts of scores of cities and towns across 
the Nation bears witness to the unchallengeable fact that the tide of blight which 
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is inundating our urban communities cannot be stemmed and city rebuilding 
cannot go forward unless there is an adequate supply of public housing for fam- 
ilies displaced by slum clearance and other public projects. 

2. A sound nonsubsidized middle-income housing program which would pro- 
vide low-cost loans for cooperative, nonprofit rental, and sale housing meeting 
adequate standards of construction, space, and availability of community facili- 
ties and services. This program is designed to make available the opportunity 
to obtain good homes within their means to moderate income families, families 
whose incomes are too high for public housing but who are nevertheless all but 
priced out of the private housing market. 

3. Other features essential to a comprehensive housing program including an 
expunded and more effective program of slum clearance and urban redevelop- 
ment, a special program designed to meet the particular housing needs of the 
aging, assistance for farm housing, and authorization for necessary housing 

research. 


The Lehman bill is fully in accord with the resolution on housing unanimously 
adopted at the recent convention of the American Federation of Labor and 
Congress of Industrial Organizations. It provides the tools needed to meet both 
the short-range and long-term housing requirements of the Nation. The AFL-— 
CIO urges the Congress to give the Lehman bill its immediate consideration look- 
ing toward its enactment during the present congressional session. 

We in the AFL-CIO are particularly interested in housing. The 
housing industry is one of the greatest payrolls in America. It is 
necessary that we provide employment for the members of our organi- 
zation and, at the same time, provide adequate housing not only for 
our members who are the purchasers and the renters of housing, but 
for all of the American people. 

The very important role housing plays in the national economy 
has perhaps never been more evident than it is this year. If during 
1956 there is a high rate of residential construction we can be assured 
of continued prosperity. One of the reasons, in my opinion, for the 
uncertainty with regard to the economic outlook is the doubt that 
housing construction will be even close to the rate of housing con- 
struction in 1955. 

In 1955, this Nation produced 1,300,000 new homes, which was an 
all-time high as far as numbers go. But even this great number is 
far from enough to supply our needs. _ It is below the level needed to 
meet the human needs for housing. It is not enough to assure that 
housing will make its contribution to a continued national prosperity. 
There are a large number of bills before both Houses of the Congress 
that deal with many facets of the housing problem, which is in itself 
an indication of the great interest in housing as a "key factor to our 
economy and to our Nation. The American Federation of Labor and 
the Congress of Industrial Organizations is encouraged that this year 
for the first time in many years Congress has before it for considera- 
tion a bill of action in the field of housing. -S. 3189 as introduced by 
Senator Lehman on behalf of himself and a group of distinguished 
colleagues, is a bill which would authorize a comprehensive housing 
program geared to today’s housing needs. Following in the footsteps 
of the Housing Act of 1949, this bill would bring up to date and com- 
plete the job that was envisioned with the passage of the Housing Act 
of 1949. 

Last year 1,300,000 units of housing were built in this country. The 
most optimistic forecast for the year 1956 indicates that the best we 
can hope to achieve cannot come close to the level reached in 1955 
with the tight money policy and the restraint and high-interest rates 
for mortgage credit. 
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The Administrator of the Housing and Ilome Finance Ageney 


been most unwilling to state his views as to the Nation’ al housing 
needs, but he seems to have been very happy to forecast housing 
activity trends. He, among all of the forecasters, alone says that we 
will produce as many houses in 1956 as we did in 1955. Should we 
be able to reach the annual rate of 1,800,000 units, it will be far too 
little to meet the Nation’s housing requirements. To meet these re- 


quirements, our objective and our annual rate should be at least 2 
million new homes. 

In spite of the 1 1,300,000 units being the all-time high as far as 
numbers are concerned, it is actually less than was produced in the 
1920’s when you take into consideration the increased population and 
the increased number of families. What was true in the 1920’s is even 
more true today. At least 15 million families are forced to occupy 
dwellings which do not meet even the minimum standards of decency. 
What is even worse, each year that housing construction is less than 
the minimum required rate, more families are being forced into sub- 

standard housing. Let us assume that we could produce 1,200,000 
a year until 1960 and thereafter until 1970 we could seas yt 
1,400,000 units. What will we have in 1970?% We will have 17 million 
substandard units still in use, 2 million more than there are today. 
On the other hand, if the rate of housing construction is increased to 
2 million units a year, as envisioned in Senator Lehman’s bill, by 1970, 
we would have only 5 million substandard units. 

Certainly this is the very minimum goal at which our housing pro- 
gram should be aimed. Anything less would mean that the United 
States, the greatest and most prosperous nation in the world, is unable 
to build the minimum number of houses needed to prevent a large 
proportion of our families from being forced to live in substandard 
dwellings. ‘To build housing, even at the rate of 2 million a year, in 
the face of today’s cost of ho using, would be only doing half the job. 
House building activities must be redirected to assure that a far 
larger number of homes are built for families in the low- and middle- 
income ranges where there is a most urgent need for decent housing. 
Unfortunately, housing now being built is far beyond the financial 
reach of the average American family. 

According to the Department of Labor, the average selling price of 
the new nonfarm 1-family house was $13,700. This was $1,400, or 11 
percent higher than in 1954, although the average floorspace in the 
1955 house was 3 percent less than the average house in 1954. To be 
able to buy a $13,700 house a family devoting 20 percent of its income 
to housing would have to have an income of about $7,500. Using 
figures released by the Federal Reserve Board, only 13 percent of all 
the families in the United States had incomes of $7,500 or more. 

Families with average income attempting to purchase a house on 
today’s market are burdened also with excessively high financial 
charges. The AFL-CIO is convinced that charges for housing made 
available to moderate income families, which includes the families of 
most of the members of our organization, can be substantially reduced 
by adopting the middle-income housing program which would be 
authorized by Senator Lehman’s bill. In today’s market such families 
are having to pay in addition to the conventional charges, financial 
burdens resulting from unreasonable discounts and other charges 
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especially when it has become necessary to resort to secondary financ- 
ing through the Federal National Mortgage Association. 

The operation of this agency has been so badly mismanaged that 
instead of making residential mortgage financing available that would 
otherwise be lacking and thereby permitting more and more families 
to obtain good housing at costs they can afford, the misplaced empha- 
sis on a profit operation by the Federal National Mortgage Associa- 
tion has tended to force up the cost of housing and push the average 
family out of the housing market altogether, or make it shoulder a 
financial burden far heavier than it can afford. I understand that a 
statement of the AFL-CIO on the Federal National Mortgage Asso- 
ciation has been submitted to your committee, and I hope that you will 
give thought and consideration to this statement. 

Mr. Rains. At 2 or 3 places it has been done. It is in the record. 

Mr. Ropertrson. The Lehman bill is an up-to-date comprehensive 
housing program that America needs. Each title of that bill will 
make an important contribution, not only to housing, as such, but. to 
every aspect of community planning and development for all sections 
of the country. The AFL-CIO, therefore, urges you to consider legis- 
lation similar to the Lehman bill. 

A recent report published by the subcommittee on low-income 
families of the Joint Committee on Economic Report reveals the dis- 
turbing information that, after allowing for changes in the purchas- 
ing power of the dollar, just about as many families had incomes of 
under $2,000 in 1954 as in 1948. These are the families who can 
afford to pay only $30 to $35 a month for housing. - Many of these 
families live in slum areas which must be cleared. These slums can- 
not be torn down or even rehabilitated and urban redevelopment. can- 
not go forward unless these families which will be displaced will have 
available to them decent, safe, and sanitary housing within their abil- 
ity to pay. Many such families, however, do not live in slum areas 
and they have a right just as any other family to obtain decent housing 
in good neighborhoods. 

Federally aided low-rent public housing provides the only time- 
tested formula for meeting the housing need of the low-income fam- 
ilies. Private builders have not built, nor will they build, decent 
housing at costs low-income families can afford. I realize that the 
present administration in Washington has tried to substitute FHA. 
221 low-cost private housing for low-rent public housing, but all you 
have to do is look at the record and you will see that even at best this 
type of housing is unlikely to provide even a fraction of the housing 
needed by low-income families. In 1954, when the Congress was 
considering the present administration’s request for the authorization 
of the 221 program, Administrator Cole of the Housing and Home 
Finance Agency said that this type of housing would “relieve the 
pressure upon the need for the public-housing program,” Let us see 
what it will do. FHA itself estimates that the monthly payments 
under the program of 221 housing would be $62.90 per month, or 
about twice as much as low-income families can afford to pay. But 
even so there is no escape from the fact that even at this late date not 
a single house has been built under this program. 
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It is strange that the present administration is recommending that 
the maximum sales price under this program, which has not worked, 
be increased in an effort to attract speculative builders. But even if 
the builders were to accept the increased price, it would simply mean 
that a program of housing which is already too high would be raised 
still higher when such housing is intended for low-income families 
with limited financial ability to pay for the cost of housing. We 
honestly feel that the 221 program has not and will not relieve the 
need for the federally assisted public-housing program. 

In the last few years a limited number of new public-housing units 
have been permitted. The A. F. of L.-CIO strongly believes that the 
program contemplated in the Housing Act of 1949 should be author- 
ized and completed as quickly as possible. We also believe that the 
200,000 units for each of the next 3 years, as authorized in Senator 
Lehman’s bill, constitutes a rockbottom minimum and we, therefore, 
urge you to adopt similar legislation. 

The extent to which the middle-income families are being priced 
out of today’s market has already been indicated. Most moderate 
income families are simply unable to purchase or rent houses or apart- 
ments at costs they can afford. The high prices which many middle- 
income families have had to pay for housing has forced them, par- 
ticularly families of veterans and others in ‘the younger age group, 
to stint on food, medical care, clothing, and other necessities in the 
family budget. America needs a housing program that can without 
a subsidy assure an opportunity for middle-income families to secure 
good homes within their means. 

One of the ways to accomplish this end would be to establish a 
National Mortgage Corporation, as envisioned in the Sparkman- 
Spence bill of 1950, with authority to make loans for cooperative sales 
and nonprofit rental housing for modest-income families. Such hous- 
ing would have to meet adequate standards of construct sc space, and 
close proximity to community facilities and services. It would be an 
entirely unsubsidized operation. The corporation could make loans 
at, a rate based on the cost to the corporation of capital investment and 
loans from the private market, plus one-half percent to cover the 
corporation’s overhead and administrative expenses. In today’s mar- 
ket, assuming the corporation were to invest its funds in long-term 
Federal securities—30- to 40-year issues—the rate would be slightly 
less than 344 percent. Mortgage loans made by the corporation could 
be amortized over a period up to 40 years. At the low interest rate 
made possible by such a program long-term amortization would be 
desirable since it would not unfairly burden the consumer with high 
total costs as compared with the terms involving a higher interest rate 
and a shorter mortgage period. 

For an example, the monthly charge on the $10,000 mortgage 
financed at the current 5 percent FHA interest rate for a 25-year 
mortgage period is $58.50, while the same mortgage financed at 3% 
percent: for a period of 40 years would involve a monthly charge of 
only $38.70, a difference of nearly $20 per month. By using FHA 
criteria of having an income of at least 5 times the monthly payment, 
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this wo u | make new housing available to families earning $100 per 
Inont ' vie ss than the present requirements. The total monthly housing 
cost In these two examples, including taxes, insurance, and mainte- 
hance 


st, would be $91 for the present FHA requirements and only 
S71 per month under that recommended by our organization. When 
reduced to an annual-income basis, the present FHA requirements 
would be that the purchase r must have an income of $5,460 to carry 
tho 5-percent loan for a 25-year financing period, but only $4,260 
ior the family to meet the cost involved for the ! 314-percent loan on 

iJ-year financing period. It can easily be seen that by reducing 
the financial charges it would be possible for a far larger portion 
of the middle-income families to obtain housing at costs they can 
niford. We therefore recommend that you consider legislation simi- 
lar to tithe 11 of the Lehman bill, which would provide an effective 
program to make financing on reasonable terms available to middle- 
income families. 

An important feature of the resolution on housing adopted by the 
A. F. of L-CI1O convention last December was a section calling for 
an effective program for housing for the aged. We are not surprised 
but gratified that a number of bills have been introduced in both 
Houses of the C ongress to make available more housing meeting the 
special requirements of the aged. All of these bills contain desirable 
features. However, we believe the Lehman bill contains the abso- 
lute minimum that should be considered in any housing program 
designed for the aged. ‘This bill provides that 10 percent of all dwell- 
ings built under the programs authorized would be set aside for the 
use of the elderly. This would include, of course, public housing and 
middle-income housing programs. By 1960 it is estimated that 10 
percent of our population will be 65 years old or older. Is it no 
wonder, then, with the growing need that at least 10 percent of our 
newly constructed housing should be for this group. 

In discussing with you the many features of the Lehman bill, I 
have tried to describe the kind of housing program that the organi- 
zation which I represent feels that the Nation needs. The adminis- 
tration has also introduced a bill which clearly indicates that it ignores 
most of the housing needs of our people. Instead of a large-scale 
public-housing program that is desperately needed, the administra- 
tion’s bill would authorize only 35,000 units a year, which is 10,000 
units less than was authorized by you for the current fiscal year. It 
would restore the completely unworkable restrictions on public-hous- 
ing construction contained in the so-called workable program, which 
Congress wisely eliminated last year. 

As a substitute for an adequate low-rent public housing program, 
the administration’s bill proposes to tinker further with the FHA 
221 low-rent private housing program, a program which has shown no 
signs whatsoever of ever providing housing within the means of the 
low-income families. The administration’s bill offers no hope for a 
decent home to the low-income family, and completely ignores the 

need for the middle-income families. It would not alter in the slight- 
est the untimely high financial charges which have kept the high- cost 
housing currently being sold out of the reach of most of the middle- 
income families. Although the administration’s bill proposes to pro- 
vide housing for the elderly, all it really does it to permit the elderly 
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to compete with ~ younger families with children for 
adequate number of low-rent public housing units w! 
would authorize for both groups. ‘Thus in every respect 
tration’s housing bill fails to come to grips with the n 
problems facing this Nation. 

Legislation similar to the Lehman bill will af ford the C 
the first time in many years, the opportunity of enact! 
program in tune with the needs of America in the 1959's by : 
izing a program which will bring housing within the financial 1 
of families of every income level. The AFL-CIO : ies the mem 
of this committee to give serious and sympathetic considerati 
comprehensive housing program. We feel confident that after 4 
study you will write legislation which will give America the ! 
ing program which is in the best interest of the e ntire Nation. 

For your study, I am submitting two publications of our o1 
tion which I think will be of interest to you and would like to hay 
them placed in the record. 

Mr. Rains. Do you have them there ? 

Mr. Roserrson. Yes, I do. 

Mr. Rarns. Statement by the executive council of the ri 
Federation of Labor and Council of Industrial Organizations on the 
Lehman bill, that is already in the record. 

Mr. Ropertson. This is from the CIO Economic Outlook, and that is 
a chart from the building trades department of the CIO. 

Mr. Rains. This may go into the record, but the other we cannot 
renroduce in the record. The title of this is *Wanted: Two Million 
Homes a Year,” a reprint of pamphlet 283, October 1955, Economic 
Outlook. 


(The material referred to is as follows :) 
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Home construction in the United States is now 
declining. 

After reaching a seasonally adjusted yearly 
rate of 1,430,000 private non-farm housing starts 
last November, December, and January, new 
starts have been tapering off and now are running 
at an annual rate of 1,230,000. 

Of even greater significance than this 200,000 
unit rate of decline, however,—it is the consensus 
of building and real estate people that housing 
starts in 1956 will be less than in 1955, “Esti- 
mates of the drop range from 2% to 15% from 
this year’s market,” “Business Week” declares.' 

With the goal of a decent home still unmet for 
at least one-third of all Americans, we can hardly 
view this downward trend as the “healthy re- 
adjustment” which some of the real estate and 
mortgage lending profession now proclaim it to 


Actually, in the face of the continuing and, in 
fact, rising need for new dwellings, the United 
States should now be building at least two million 
new units annually for the next fifteen years.” 

In the first place, of our total national stock of 
about fifty million dwelling units, about ten mil- 
lion are so substandard they must be torn down 
and replaced; they are just too deteriorated to be 
brought up to minimum standards by repair. 

In addition, it must be remembered that thou- 
sands of homes are destroyed everyday by fire, 
flood and condemnation and to make room for 
highway and other non-residential construction. 
The yearly loss from these causes alone is now 
estimated to exceed a quarter million. 


' “Business Week”, September 10, page 26 

2 For a detailed analysis of America’s growing hous- 
ing needs read “One-Third of the Nation—Still IIl- 
Housed,” CIO Economic Outlook, July 1954. 
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Furthermore, hundreds of thousands of addi- 
tional new homes must be added annually to our 
total housing inventory to shelter a population 
which now is growing by almost three millions 
every year. 

Thus, the problem of achieving a decently 
housed America has two aspects: Substandard 
structures that can't be rehabilitated and those 
destroyed for other reasons must be replaced, on 
the one hand, while our total housing stock must 
be expanded at the same time to meet the grow- 
ing needs of the nation. 


Scarcity—Now Officially Sanctioned 


Unfortunately, despite the tremendous need 
for new housing, the federal government is now 
encouraging a cut-back in home construction 
rather than an expansion of it. 
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A terrible fear seems to have overtaken the 
Washington policy makers and the conservative 
real estate interests and mortgage bankers who 
counsel with them. It seems to be their view 
that, because the backlog of housing requirements 
of wealthy and better-off families may now have 
been largely accommodated, a grave danger of 
“over-building the market” exists. 

This view ignores the fact, however, that for 
nearly two-thirds of our families with incomes 
uncer $5,000 adequate housing surely has not been 
over-built. These are the citizens who constitute 
the great potential housing market of America 
and, until their needs are met, there just is no 
valid reason to start encouraging any demobiliza- 
tion of the home construction industry of the 
United States. 

Today, more than ever, the achievement of a 
realistic program to meet the increasingly urgent 
housing needs of our millions of moderate and low 
income families should challenge all who truly 
want “a decent home in a suitable living environ- 
ment for every American family,” the goal set 
up by Congress when it passed the Housing Act 
of 194%. 

Unfortunately, instead of moving towards this 
goal, the two great federal home building pro- 
grams designed during New 1 days to help 
these families are, in fact, being undermined. 

On the one hand, the federally supported low 
rent public housing program—created for our 
poorest citizens who can neither afford home 
ownership nor the payment of prevailing rents— 
has not been permitted to function effectively. 
The piteous level of new public housing author- 
ized by Congress in 1955 is not enough to re- 
house the occupants of even one major metro- 
politan slum. Yet, even the 45,000 units begrudg- 
ingly approved for the entire nation for the 
current fiscal year is 10,000 more than the Presi- 
dent asked. 

At the same time, our vitally important gov- 
ernment insured FHA and VA mortgage loan 
programs—which were set up to help moderate 
income home buyers and veterans through low in- 
terest rates and down payments and long term 
loans—are now being restricted. 


Home Buying Made More Difficult 


Surely the recent increase in FHA and VA 
down payment requirements and the five year cut 
in the maximum period in which mortgage loans 
must be repaid—which follows the unfortunate 
6% and 12%4% rise of 1953 in the interest rates 
charged on FHA and VA loans—can only make 
it even more difficult for the less well-off to pur- 
chase homes. 
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The desire to own an adequate home is the 
dream of almost every family and the gradual 
income rise over the last twenty years plus the 
help of FHA, and now VA, loans, has helped 
make it a reality for many. Yet, there are mil- 
lions who have not been so fortunate. 

While family incomes are higher—the cost of 
new housing has also risen rapidly. Although the 
FHA and VA programs continue to provide sub- 
stantial aid—federally insured loans now under- 
write 55% of all private home sales—the cost of 
home ownership is still too high for millions of 
potential moderate income entrants into the home 
buying market. 

Today, these families exist in a real estate “no- 
man’s-land.” They earn too much to gain ad- 
mittance into low rent public housing (even if it 
were available) and too little to meet the high 
cost of home ownership, even under existing FHA 
financial arrangements. This is true of the ma- 
jority of the families of wage earning Americans. 

Let us look more closely at the problem. 

For everyone who wants to buy a house, the 
most important financial question—beyond meet- 
ing the down payment and settlement fees—is 
the monthly carrying cost of home ownership 
measured against monthly family income. The 
critical personal question is, “Can I meet the 
bills?” 

Experts have long believed that total housing 
outlays (including interest and principal pay- 
ments on the mortgage, taxes, insurance, utilities, 
and repairs) should be no more than about 20% 
of family income. Surely this figure should apply 
as a maximum for lower income families, since a 
higher proportionate outlay would cut danger- 
ously into expenditures for food, clothing, med- 
ical care, life insurance, and other family essen- 
tials. 


Who Are The FHA Buyers? 


Three important facts are revealed by studies 
of the income and housing outlays of families who 
bought FHA insured new homes for their own 
occupancy in 1953 (the latest year for which 
figures are available) 

(1) The nearly one-third of all American fam- 
ilies who are at the bottom of the income ladder 
—those earning less than $3,000 a year—are prac- 
tically ruled out of the new home market because 
of their low incomes, notwithstanding the aids 
available under the FHA Program. 

(2) While half of the FHA assisted new home 
buyers are moderate income families—the nearly 
one-third of the total with earnings of $3,000 to 
$5,000 yearly—modst in this group who venture 
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10mMe Ownership even under FHA aus- 
forced to spend substantially more than 
20° of their incyme to meet housing costs. 
(3) Primarily, only families with incomes above 
3 the slightly more than a third at the top 
f the income ladder—can buy new FHA insured 

nes at a monthly cost which their family bud- 
gets can safely absorb. 

A look at the chart on page 77 shows the dis- 
tribution of new FHA home buyers by family 
income in 1953 and the national distribution of 
family income in 1954 (which was practically 
unchanged from the distribution of 1953). 

A total of 122,000 new homes was sold under 
the FHA (203) program for single one to four 
family dwellings in that year. Families earning 
under $2,000 bought none of these homes, how- 
ever, while those earning $2,000 and $3,000 were 
practically excluded; they bought only 1.6% of 
the total. 

Thus a group comprising 134 million American 
families—the 32% with the lowest incomes, is, 
for all practical purposes, unable to enter the new 
home market. Yet, it is within this vast group, 
composed primarily of the families of our lowest 
wage earners, the aged, the partially or totally 
unemployed, and the victims of rural poverty— 
that housing needs are most critical. These are 
the people—plus higher income non-white families 
excluded from residence elsewhere—who now are 
housed so largely in substandard dwellings and in 
slums. For many, only a vast expansion of low 
rent public housing can provide a decent home. 

Even these figures—which deal only with fam- 
ilies of two or more related persons—understate 
the housing problem of the lowest income group. 
There are, in addition, more than five million 
“unattached individuals’—people who live alone 
or with non-relatives—who had incomes under 
$2,000 in 1954. For most of these the need for 
decent housing is also critical and must be met. 


re 






Monthly Costs Teo High 


Only 64,000 of our 13 million moderate income 
families earning $3,000 to $5,000 were purchasers 
of new FHA insured dwellings in 1953 and most of 
these are now saddled with monthly housing costs 
far too high for their modest incomes to safely 
absorb. 

Seventy-five percent of these 1953 FHA home 
purchasers with incomes ranging from $4200 to 
$4800, for example, are paying more than 20% 
of family earnings to meet home ownership costs. 
The lower the income, the higher the percent: 
Ninety-eight percent of the handful of 1953 FHA 
home purchasers in the $2,000 to $3,000 income 
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class, face monthly housing outlays exceeding 
20% of their earnings.’ 

Thus, it is clear that the FHA program ts fail- 
ing to meet its basic purpose—to aid the mod- 
erate income families of America to become home 
owners at a cost which relates realistically to 
their income status. 

The nearly two-thirds of all families that earn 
less than $5,000 are either entirely excluded from 
participation in new home ownership or, in the 
main, can buy homes only at an excessively high 
monthly cost. 

In 1953 the average FHA insured new single 
family dwelling sold for about $10,350, and the 
monthly outlay to maintain it came to $87.‘ To- 
day, this average has risen to about $11,000 and 
the monthly carrying cost is about $90. Thus, 
the average FHA purchaser who seeks to limit 
his housing outlay to no more than 20% of his 
income, was required to earn over $5200 in 1953 
and about $5400 in 1955. 

Yet, even these high average income require- 
ments are an understatement if applied to the 
populous northern industrial areas. They are 
pulled sharply downward by the large volume of 
FHA insured sales in southern areas where—due 
to climate and other factors—sales prices and 
maintenance costs are comparatively low. 

In 1953, for example, more than one-third of 
all new single family FHA homes were built in 
Florida, Texas and California (mostly in Los 
Angeles County). Experience shows that in the 
large urban areas of our northeastern and north 





3 Seventh Annual Report, Housing and Home Finance 
Agency, page 258 

*Seventh Anrual Report, Housing and Home Finance 
Agency. page 243 
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central states, even with FHA assistance, the 
purchase of an adequate family home just can’t be 
accomplished at a monthly outlay of about 20% 
of income if annual family earnings run lower 
than $6,000. 


New Homes—for The Upper Third 


Unfortunately, no comprehensive statistics are 
available which give us the income status of all 
the home buying families of the nation,—those 
purchased under the VA program and by conven- 
tional financing methods as well as under the 
auspices of FHA. Nonetheless, there is substan- 
tial evidence that both the VA and conventional 
methods primarily serve higher income families 
than FHA, 

In 1953 about 950,000 private family occupancy 
homes were built and the VA program helped 
veterans buy 157,000 of them. Some of these 
buyers, unquestionably, were in the moderate 
income group. However, the average incomes 
of veterans have been rising faster than those of 
non-veterans in the same age group and the fact 
that the average VA insured new home in 1954 
ran about $1,200 higher than the average FHA 
home, reflects, in part, this higher income status. 

In addition, in 1953 probably about 700,000 new 
homes were sold without the aid of either the 
FHA or the VA programs. On the whole these 
conventionally financed sales were of higher 
priced dwellings and, in most cases, were bought 
by families above the moderate income bracket. 


Reaching The Untapped Market 


The recent tightening of the FHA and VA home 
financing rule will cut back new housing starts 
primarily in the range from $12,000 downward 
“Business Week” predicts. “There, the new credit 
restrictions will have their major—and probably 
only—effect and may squeeze out some marginal 
buyers.” > 

While the impact of the new rule will only begin 
to be felt in the months ahead—it was only 
issued at the end of July and the financing terms 
of several hundred thousand FHA and VA homes 
then in process will not be affected—there can be 
no douht that it ultimately will further reduce the 
number of “marginal” moderate income buyers in 
the new home market. 

This will only worsen a situation which already 
was causing concerr before the new credit restric- 
tions were issued. 


5 “Business Week,” September 10, 1955; page 27. 
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In the six months preceding the new regulation 
the yearly rate of new private housing starts had 
already dropped off by 200,000. To a degree, this 
probably reflected a dwindling backlog of need 
on the part of upper bracket families. But it also 
reflected, to be sure, the increasingly dim prospect 
for the moderate income family that wanted to 
buy but held back because ownership costs have 
become increasingly higher in relation to limited 
means. 

Now, unfortunately, the new FHA and VA reg- 
ulations only make the problem even more diffi- 
cult for these families. National housing policy is 
moving tragically in the wrong direction! 

Instead of forcing the so-called “marginal” 
buyer out of the market, home financing arrange- 
ments should clearly have been redirected to bring 
additional hundreds of thousands into it. 

If America’s housing goals are to be met we 
cannot rest content with building merely the one 
million new housing units a year which, it is now 
generally believed, can be sustained by the de- 
mand of upper income families on the basis of 
existing financing and marketing procedures. An 
effort to build an additional one million new 
homes to meet the needs of the moderate and low 
income majority now must be undertaken. 

A few years ago the pessimists said that a sus- 
tained production of one million new housing units 
was impossible. Yet in each of the seven years 
since 1948 the home building industry has sub- 
stantially surpassed the “impossible”’. 

A million additional new homes a year for those 
who need them most can be achieved if the policies 
of both the government and the home building 
industry are now geared to the specific financing 
problems of the families who want and need them 
most. 

A vastly expanded low rent public housing pro- 
gram must now be undertaken if the slums are to 
be cleared and our lowest income citizens are to 
be decently housed. 

A realistic program must also be inaugurated 
to bring private new home ownership and rental 
within the means of millions of moderate income 
families now excluded from the market. To 
achieve this purpose plans must be made to reduce 
total housing outlays for this group to a range 
of about $50 to $80 a month and even lower in 
the southern states. 

Finally, an all out effort must now be made 
to rehouse rural Americans, so many of whom 
now live in substandard dwellings beyond ade- 
quate repair. 

Let us look more closely at the methods by 
which this program can be achieved. 
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» Groups of 2 or more related persons. Excludes Of million single-person families. 
2 Distribution shown for 1954 (practically unchanged from 1953.) Source: Census Bureau Release, Series P60-8, Oct. 1955. 
> Latest figures available on FHA (203) new home buyers. From 7th Annual Report, Housing and Home Finance Agency,” Table 36, p.258 





y-Montgomery for the Economic Outlook, CIO. 


Femilies FHA (203) Home Buyers 

Percent Number Percent Number 

Under $3,000 32 131% million 1.6 2,000 
$3,000-$5,000 31 13. million 52.6 64,000 
$5,000-$10,000 31% 13 million 43.5 53,000 
$10,000 and over... 2s 5% 21% million 2.3 3,000 
100 42 million 100 122,000 


Expand Low Rent Public Housing 


The lowest income third of our families includes 
most of the slum dwellers and in great numbers 
they are the occupants of run-down, unsanitary 
and over-crowded housing. 

Private enterprise cannot adequately house 
these families because the present purchase and 
rental cost of decent housing is simply beyond 
the means of this group. 

An effective public low rent housing program 
is necessary to meet their needs and it is essen- 
tial to the success of slum clearance since no 
other type of housing is available to provide ade- 
quate homes for most of the slum dwellers. 

The federal public housing program was begun 
in 1937 and developed in its present form in 1949 


under the leadership of Senators Taft, Wagner 
and Ellender. 

Each housing project is planned and operated 
by local citizens who are designated as members 
of a local “housing authority” by local govern- 
ments in accordance with state laws. Construc- 
tion is by private contractors. Finances are 
furnished by private investors who buy 40 year 
bonds. 

The federal financial participation involves a 
subsidy to cover the difference between costs 
and the actual rents paid by the occupants. These 
rents are generally set at 20% of the tenant’s 
monthly income but are adjusted to family size. 
Some families pay enough under this formula to 
cover costs, but most cannot. 

The local governments also extend aid, in the 
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form of partial tax exemption and the provision 
of certain services required to develop the project. 

Public housing—which should not be confused 
with emergency war housing which was built 
where needed to facilitate war production and 
provided no subsidy for the tenant—is geared 
entirely to local needs and preferences. Projects 
can be large or small, take the form of row 
houses, single detached dwellings, or apartments, 
and can conform to any architectural style which 
meets local taste. It is a solid community asset 
wherever local citizens and officials do an effective 
job. 

The Housing Act of 1949 as passed by Con- 
gress was designed to provide 810,000 new dwell- 
ings in the ensuing six years. The Korean hostil- 
ities and persistent knifing by its enemies have 
so weakened the program that only 360,000 units 
have been built or authorized for future construc- 
tion since 1949 and through 1956. This deficit 
must now be made up and the scope of the pro- 
gram must be vastly expanded if our low income 
families are to be rehoused. For years to come, 
at least 300,000 new units a year will be required 
if slums are to be eradicated and squalor removed 
from our cities. 

The cost to the federal government to complete 
the 810,000 units is estimated to be $100 to $150 
million a year. Measured against our annual 
production of nearly $400 billion worth of goods 
and services surely an even larger outlay can be 
supported by a nation now committed to eradicate 
slums and the crime, disease and despair which 
they engender. 

As American living standards rise—with im- 
proved family earnings, social security benefits 
and education—it can be expected that the factors 
which give rise to the present urgent need 
for expanded public housing will diminish. Ade- 
quate procedures are already set up for the sale 
of public housing projects which ultimately may 
no longer be needed. Wherever this occurs, the 
government subsidy can be terminated. 


Increase Moderate Income Housing 


.Present government aid to private home con- 
struction is primarily geared to meet the problem 
of builders, mortgage lenders and more pros- 
perous families who can meet monthly housing 
costs of $80 and upwards. Federal aid can only 
be justified, however, if it helps those families 
whose need is greatest. 

Our moderate income families neither’ require 
nor ask for subsidies. Incomes of $3,000 to $5,- 
000 are high enough to buy or rent good housing 
if profits are not excessive, prices are right, and 
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financing can be arranged to provide payments 
related to family means. 

If monthly housing costs for this group car be 
brought down to a range of about $50 to $80, it 
should be possible to market an additional 500,000 
new dwelling units annually in the years ahead. 

But if these families—millions of whom are 
presently ill-housed—are actually to become cus- 
tomers, the following steps are necessary: 

(1) The FHA must encourage new construc- 
tion for this market and liberal credit aids should 
be offered to builders who come forth with ac- 
ceptable plans. But FHA should carefully ex- 
amine costs in each case and assure itself that 
home prices will reflect only a reasonable profit. 

(2) Down payments required of the pur- 
chasers should be low enough to keep the pro- 
gram within the means of families that earn too 
little to enable them to accumulate large savings 
If the price is reasonable, large down payments 
are not necessary to protect the soundness of the 
mortgage. Substantial down payments are gen- 
erally asked only when the price is higher than 
the real value of the house. Five percent is all 
that should be required and a lesser amount is 
practical in many cases. 

(3) The mortgage term should be forty years 
or more. If the house is well-built and well- 
located and if the price is reasonable, the balance 
owed by the borrower will not exceed the value 
of the property. Critics of the long-term mort- 
gage belie their own words every day by support- 
ing twenty and even thirty year mortgages on 
used housing. It is common for a twenty or 
thirty or even fifty year old house to be refinanced 
with a new fifteen or twenty year mortgage. Why, 
therefore, should a forty or fifty year mortgage 
on a new home be deemed unreasonable? 


Lower The Interest Rate 


(4) Interest rates should be set at a figure 
which averages out to the cost of money to the 
government plus a fraction of a percent per 
annum to cover servicing costs. This would result 
in about a 3% total. It is possible and desir- 
able to provide a rate from 2% to 4%, adjusted 
to family ability to pay and administered to aver- 
age 3%. 

(5) The program should be administered by 
local banks and mortgage lending institutions. 
The federal government should insure the loans 
and should provide the actual funds where private 
money is not made available. This would prob- 
ably mean direct government loans administered 
by private lending institutions until such time 
as the program commands enough confidence 
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to attract private investment funds. The same 
“testing” period had to be faced by the orig- 
inal FHA program and other new undertakings. 

(6) The purchaser’s terms, interest rate and 
qualifications should be based on the general con- 
cept that 20% of a family income should go into 
housing, including not only interest and payments 
on the mortgage, but: taxes, insurance and main- 
tenance as well. If substantially less than 20% 
of income is required, the family hardly needs the 
aid of this special moderate income program. If 
more is spent by the purchaser, however, the in- 
vestment becomes unsound and the family’s living 
standards suffer. Therefore, the special aids pro- 
vided by this program should be confined to mod- 
erate income families and to homes of good qual- 
ity available at a moderate price. 


Protection From Foreclosure 


(7) To assure continued ownership by the pur- 
chaser, he should be insured against failure to 
make payments during periods of unavoidable un- 
employment and illness. The cost of such a fea- 
ture is likely to diminish rapidly as we develop 
means to maintain high levels of employment, 
wage guarantee plans and provisions for wage 
continuance during periods of illness. Such a 
program makes the purchase more secure, the in- 
vestor more confident and the government less 
likely to become an unwilling owner of large num- 
bers of homes as a result of foreclosure. 

(8) To the extent that this program may be 
limited in anyway, preference should be granted 
to families dislocated by slum clearance or other 
public clearance programs, to minority group 
families not otherwise able to obtain good hous- 
ing and to families disqualified from public hous- 
ing because their income exceeds the maximum 
limit. 

A substantial increase in low rent public hous- 
ing and the creation of a genuine moderate in- 
come home ownership program will improve the 
nation’s housing supply immensely. These pro- 
grams can be a boon to the building industry 
and the lending industry, can enable our cities to 
clear slums and undesirable neighborhoods, and 
can provide homes for moderate income workers 
which will be as up-to-date as their autos and 
electrical appliances. 


Cooperative And Rental Housing 
Cooperative housing enables groups of people 
to pool resources, knowledge and skill to provide 
better homes at less cost and to maintain mul- 
tiple family dwellings or projects at high standards 
with low costs. Cooperative housing ventures 
for moderate income families should participate 
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TO MEET AMERICA’S HOUSING NEED 


Two million new dwelling units 
should be built each year: 
1,000,000——To accommodate non-farm 
middie and upper income families in price 
classes now produced with current federal 
aids. 


500,000——To accommodate moderate income 
non-farm families at prices below the levels 
now served by the industry and with 
broadened federal credit aids. 


300,000——To accommodate families and un- 
attached individuals requiring low rent public 
housing. 


200,000——To accommodate farm housing 
needs. 


in the same liberal policy benefit as that proposed 
above for private home purchase. 

Housing for rental can be allowed the same 
type of financing arrangements, provided rents 
are restricted to assure that the liberal aid pro- 


vided by this program becomes an advantage for, 


the consumer and is not misused to obtain exces- 
sive profits. 


Housing For Minorities 

None of these programs can succeed fully and 
serve those in need adequately unless full and 
equal participation is allowed to racial, religious, 
and national minority groups. If new housing is 
to be built for favored groups only, to the exclu- 
sion of those whose needs are greater, no justifi- 
cation for government aid exists. 

Aside from moral considerations, there are 
other practical and compelling aspects of this 
problem. 

Many who need new housing most are now be- 
ing excluded from most of the housing market 
by undemocratic restrictions. If the program for 
moderate income new housing suggested here is 
not fully available to all families, only a portion 
of the potential customers will be served and 
effective demand will be stifled. This has already 
occurred in public housing in areas where equal 
opportunity is denied; it will be more true in pri- 
vate housing, and the loss to all concerned will be 
tremendous. 


Redevelopment Programs 

Clearing the slums and building new public 
and private housing for slum dwellers and resi- 
dents of substandard homes requires proper use 
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and development of the slum areas. Therefore, 
the present federal redevelopment and renewal 
programs are of vital importance. 

There is already a real danger, however, that 
some of these undertakings are becoming divorced 
from the basic problem of rehousing people. 

Whether housing is built on cleared slum prop-. 
erties or on vacant land is a matter for careful 
local judgment. Provision of sufficient numbers 
of properly planned housing units—within the fi- 
nancial reach of the people in need—must be an 
integral part, however, of every redevelopment 
program. 

No federal aid should be given to any city 
which neglects or plays down the rehousing phase 
of slum clearance or neglects the housing needs 
of its lowest income citizens. 


Other Essential Aids 


A comprehensive national housing program, 
which truly seeks to meet the nation’s need by 
achieving construction of two million new dwell- 
ing units annually in the years ahead, must also 
provide other things: 

Rehabilitation of existing homes that require 
repair to avoid further deterioration is an essen- 
tial part of the program. 

The basic features of the moderate income 
housing program must be adapted to the special 
needs and problems of rural Americans so that 
they too can enter the market as purchasers of 
modern and adequate dwellings. The addition of 
new farm housing under this program should 
total at least 200,000 units yearly. 

Federally supported research to develop new 
and improved building materials and methods 


Guernsey-Montgomery for the Economic Outlook, CIO 
to improve home quality and reduce costs should 
now be vigorously undertaken. 

Builders who participate in federally aided 
home construction programs should be required 
to pay prevailing wages. 

Local governments should be helped to develop 
community planning on an over-all basis and be 
assisted in the construction of essential facilities 
such as schools, parks, sewers, playgrounds and 
other projects essential to present-day living and 
proper neighborhood development. 

Finally, because the quality of a nation’s homes 
and neighborhoods are a basic measure of its 
people’s welfare, a federal department should be 
established with cabinet rank for its head, to ob- 
tain sufficient recognition, coordination and sup- 
port for the federal housing program. 
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Mr. Rats. Now, you are giving us the viewpoint of the A. F. of L.— 
CIO? 

Mr. Rosertson. Yes, we have taken the resolution from the national 
council of the A. F.of L.-CIO. That is our position. 

Mr. Rains. Now, at the time when you considered the resolution, 
the Lehman bill was practically the only bill that had been introduced 
and while I don’t intend to get into any argument about it, all of the 
bills are before us, I might state this for the record: It is my opinion 
that the housing legislation will be written as between the administra- 
tion bill, the Rains bill, and the Lehman bill, and I don’t mind telling 
you that I think the Rains bill is the best bill of the three. 

Mr. Gamer. You are prejudiced. 

Mr. Rats. But that will be worked out later. 

Many of the same points are in it, as a matter of fact. 

Mr. Rogertson. Let me assure you of this, Mr. Chairman: You are 
well aware of my organization’s stand in the housing programs and 
we stand ready to support the best program that we can get. 

Mr. Rarns. I know that. We appreciate your taking your time. 

Mr. Gamste. It isa matter of proportion. 

Mr. Rats. It is always a matter of proportion; that is right, but 
that is a good statement, well thought out and well worked out. I 
appreciate your waiting around 2 days waiting to give it to us. 

Mr. Rosertson. I appreciate this opportunity, and I have enjoyed 
the hearings even if I did sit around all day yesterday. I think I 
received a lot from the hearings. 

Mr. Rats. There is a lot of information we have been getting. 

Thank you very much. 

Mr. Rosertson. Thank you. 

Mr. Rarns. The next witness is Mr. Kern. 

Do you have a statement, Mr. Kern ? 


STATEMENT OF RUDOLPH KERN 


Mr. Kern. Yes, I have four statements to make on this. I am tr 
ing to cut it short, and I will ask permission to put the whole thing in 
the way it is. 

Mr. Rains. All right, we will put it all in the record now. 

(The statements follow :) 


OBSERVATIONS OF AN OLDSTER 


Having long ago realized that the county home was not the solution to the 
problem of our aged citizens, our more progressive States have decided to do 
something about it. It was not only necessary to provide an income for the needy 
elderly people in order to keep them from want, but also to protect those middle- 
class aged by safeguarding their savings, income, and health, and to provide 
adequate housing. 

The problem of the aged, and how they can best be cared for has become a 
serious one. There are less people living on the farm, and most of the small 
homes in the urban areas do not have any room for the grandparents. The 
progress of scientific research and the wonder drugs have lengthened the lives 
of everyone. This has been a factor in the rapid increase of our aged population. 

We have 25 interim State committees which hold frequent public hearing. 
They report their findings to their governors and legislatures. Eighteen of these 
are legislative committees and seven are private. Most of these committees 
have a State coordinator whose duties are to coordinate all activities between 
private and State organizations, attend meetings, explain State and Federal laws, 
and listen to all suggestions regarding housing, health, and recreation. He also 
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meets every 2 months with the State department heads, such as health, welfare, 
industrial relations, ete. 

The State of Massachusetts created a housing corporation with an appropria- 
tion of $15 million. Most of the apartment-type houses built by this corporation 
were rented to public assistance recipients who were allowed up to $40 a month 
for rent. In this way better accommodations were furnished, and at the same 
time the project was made self-liquidating. So far, 1,254 units have been built 
in 17 cities with plans made to expand this to 6 other cities. 

Oak Glen, in Rock Island County, Ill., spent $800,000 for an elaborate motel- 
type home for its older citizens. They have a community dining room, recrea- 
tion building with a hobby shop, and other facilities to be used by the 187 resi- 
dents. A therapist, nurses, and other employees are on duty to assist these 
people in every way possible. This does not cost the State or county any addi- 
tional money since a fee is charged to 40 percent of the residents. The rest of 
the cost is paid by the money received from public-assistance checks. 

St. Louis County, Mo., with the aid of the Public Housing Authority is build- 
ing 2 projects for 750 couples, primarily designed for the aged. California has 
built several thousand units for elderly people. In our neighboring States many 
units have been built, and I could give you hundreds of examples. I might men- 
tion the homes our churches, unions, and fraternal organizations have built for 
the needy aged people. 


Health 


It would take too much space to list here what has been done in reference 
to health and the coordinated efforts made in that field. Great progress has been 
made. It is interesting to note that a late United States survey shows that 58 
percent of our elderly people suffer from some type of disease. One out of every 
three people admitted to our State mental hospitals is over 60 years old. One out 
of every four is over 65 years of age. 

Welfare 


After fixing a maximum public-assistance payment which a person may receive 
the State should not force our oldsters into idleness. Such idleness breeds 
worries, loneliness, frustrations, and a feeling of being all washed up. To be 
healthy we must have mental and physical exercise. Public-assistance recipients 
should be allowed to earn up to $50 a month in addition to their monthly check. 
This would bring such payments up to the level of social-security benefits and 
would not cost the taxpayers any additional money. 

Recreation and hobby shops 

Many cities have recognized the importance of keeping our older people busy 
and have opened recreation centers for them. New York City alone has 53 centers 
where they congregate, play games, have group singing, folk dances, and serve 
refreshments. Arrangements are made for the sick members to be visited. Some 
of these centers have hobby shops where they work with wood, leather, and handi- 
crafts. There are hundreds of Golden Age clubs sponsored by churches, unions, 
welfare and social clubs. Let me quote from the report of the Council of State 
Governments for 1955: “Reports from Golden Age clubs from several cities, in- 
cluding New York City, indicate that few, if any, members have been sent to 
a mental hospital.” Other cities with the help of the board of education and 
park boards have opened regular workshops in the form of do-it-yourself pro- 
grams. Elderly people are admitted to these workshops, thereby preparing them 
for retirement. Teachers are present at certain hours to give instruction. The 
student furnishes the material and is free to dispose of his product as he wishes. 
There is usually a small fee for the use of the workshop. 

Public housing 


The Public Housing Act should be amended in order to allow single persons 
to rent rooms. Under the present law if the spouse dies the other person can be 
made to leave the premises. The enforcement of this law is more or less left 
up to the local manager. Members of Congress should be petitioned concerning 
this problem. 


Retirement and private pensions 

Another big problem is that of compulsory retirement of an employee at a 
certain age, regardless of his ability to do the work. I am glad to report that 
many companies are doing away with compulsory retirement as long as a person 
is physically and mentally fit and productive. 
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It is very difficult for a person over 45 years of age to find employment. In 
many cases, the company pension system makes it undesirable to hire older men 
because it would cost the company more money than it would if a younger person 
were hired. When such a person cannot find employment he uses all of his 
life’s savings in a few years and then must rely on the public for support. The 
State of Massachusetts enacted a law in 1950 which was designed to restrict 
discrimination in private employment against workers from 45 to 65 years of 
age. It is time for our industrial and State labor departments to get the ball 
rolling and try to find a more satisfactory solution. 

Let us oldsters extend our heartfelt gratitude to those individuals who have so 
actively tried to make our declining years more fruitful and agreeable. I would 
like to thank our social, health, and educational groups who have been so inter- 
ested in our welfare and the churches who have opened their doors to us for 
recreational purposes. The unions and industrial organiaztions have also been 
most helpful to us, along with the newspapers, our legislators, Members of Con- 
gress, and the staff of the coordinating council. We are especially grateful to 
the members of the junior woman’s civic club who are the sponsors of Sunset 
Unlimited. We appreciate efforts of the different Episcopal and Methodist 
churches to build several homes for the aged. We also want to express our 
gratitude to the staff of our health department and the university hospital! for 
their periodical free examinations of our oldsters in the central housing project. 
This has saved the taxpayers money by preventing serious sickness and expensive 
hospitalization. Lt us hope that away will be found to extend this service to 
all of our aged people. 

We also want to express our appreciation to the staff of the Birmingham Public 
Housing Administration for their cooperation in 1954 in housing 1,108 oldsters 
at a minimum rate of $14 per month without utilities and $20 per month with 
utilities. Let us hope that in the future more space will be available. 

Thank you. 

RvupOLPH KERN. 

703 SOUTH 27TH STREET, BIRMINGHAM, ALA. 


PLEASE Nore.—There has been a State organization in Alabama for several 
years. The committee on aging has actively supported some of the projects 
outlined above. 

If you want to help and support this movement, I suggest that your organization 
affiliate with the State organization and elect delegates to their meetings. Please 
address your inquiry to Dr. Richard Eastwood, director, extension center, Uni- 
versity of Alabama, 720 South 20th Street, Birmingham, Ala. 


HOUSING FOR THE AGED 
PROPOSAL BY RUDOLPH KERN, 703 SOUTH 27TH STREET, BIRMINGHAM, ALA, 


The laws under which the Federal Housing Administration operates shall be 
amended as follows: 

1. Provisions should be made to assist various levels of government such as 
cities or counties, foundations, churches, unions, fraternal, civic, social, and 
other organizations desiring to build and operate housing for senior citizens of 
low and moderate income. 

2. Such projects are to be built and operated on a nonprofit basis; the prospec- 
tive owner should at least invest 10 percent of the total cost. 

3. Supervision of construction and operation would be the responsibility of 
the Federal Housing Administration. 

4. There should be provision for construction grants up to 50 percent of the cost 
of projects meeting the standards established by the Federal Housing Adminis- 
tration. 

5. Federal Housing Administration funds should be applicable to the purchase 
of land, construction of buildings, sewerage and street improvement, equipping 
of buildings for residence, as well as for the construction of kitchen, dining 
room, recreation, clinic, and infirmary facilities. 

6. Federal Housing Administration grants should be applicable also to the 
equipping of all facilities and legal expenses incident to the establishment of 
such projects. 

7. Funds borrowed for the establishment of such housing facilities should 
be repayable, both principal and interest, over a period of 40 years at a rate 
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of interest no greater than 344 percent and no second mortgage or lien against 
such property should be permitted. 

&. The occupancy of such housing projects shall not be restricted to senior 
citizens alone providing that younger individuals make up no more than 25 
percent of the occupants. 

9. Provisions should be made for the agency sponsoring and constructing such 
housing projects to operate them and their facilities. 

10. Special emphasis should be placed on the provision and operation of 
community kitchen, and dining-room facilities or restaurant and cafeteria, 
for a diagnostic and health center which will provide initial and periodic exam- 
inations of occupants of the project, assist and advise on all matters of health 
including diet, referral, and provisions for necessary medical care, recreation, 
craft and hobby shop, etc. The responsibility for operating these specialized 
services of the project may be delegated to other nonprofit agencies provided 
that the basic responsibility and supervision for these special services will 
continue to rest with the agency establishing the housing project. 

11. Provisions should be made for the Federal Housing Administration to 
assist in the establishment of such health and other facilities, the purchase of 
sickness, health, and disability group insurance possibly collecting premiums 
along with rent and to generally provide administrative guidance to help insure 
the successful operation of projects. 





SoME Facts ABouT OUR AGING CITIZENS IN JEFFERSON COUNTY 
Income in 1949 of persons 65 years of age and over, by sex, for metropolitan 
Birmingham, 1950 











Male Female 
Income status and amount = — — 
Number Percent Number Percent 
Total persons 65 years and over- - 14, 580 100.0 18, 585 100.0 
Without income 2, 460 16.9 9, 425 50. 7 
Income not reported. --- 740 5.1 920) 5.0 
With income--- ---- ; ° ‘ 11, 380 78.0 8, 240 44.3 
$1 to $999___ 5, 810 39.8 6, 720 36. 4 
$1,000 to $1,499_____- 1, 410 9.7 455 24 
$1,500 to $1,999_ ___- 6.9 290 1.6 
$2,000 to $2,499 6.1 220 12 
Over $2,500____- 15. 5 495 a7 
Median income $385 F 
{Census 1950: Population, vol. II, table 89] 
| Male Female 
| Number Percent Number Percent 
Income not reported __- ; | 740 5.1 920 0 
Without income 2, 460 ry 16.9 9, 425 50. 7 
$1 to $999__- ‘ 7 , 5, 810 39.8 6, 780 36.4 
Without income or less than $1,000________- 8, 270 6. 7 16, 205 87.1 
Total persons over 65: 
Pe ee ee eS he sy bs A ek OE oe: 14, 580 
nn. 2b ee eee ents ane Te 18, 585 
- 5, 165 
Without income or less than $1,000___._____-_____-_______ ADL Ric 24,475 


Income of $1,000 or over and no income reported 8, 690 
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The Twentieth Century Fund reports income of aged over 65 years 


all over United States as: Percent 

nea Sn, Re eS ee a 2 ee ee 36 

a ae ok Ss te Oe eho nS 38 

NE Ee See ee ee ae ae Se Sled RE 11 

re et ea Ee 15 
Less income not reported __ PRS EAL St OE Ae ORE IR Fane cae 1, 660 
| eS EE! A oe Bg Rd sap Od 7, 030 


This statement shows that 3 out of 4 aged did not have an income or less than 
$1,000. 

January 1950 census of population there were 198,558 aged over 65 years in 
Alabama, and it is estimated that we now have about 230,000. 

In September 1955 we had 87,783 aged on public assistance payroll, receiving an 
average income of $32.67. 

This includes some who also receive social security payments. 

The United States Government pays four-fifths of all money paid up to $25. 
After this, the State and United States Government pay an equal amount up 
to $55. 

To pay $33, the United States Government pays $24, the State $9. 


The rates are as follows: 


United States State Total 
$20. 00 $5. 00 $25. 00 
22. 50 7.50 30. 00 
27. 50 12. 50 40. 00 
32. 50 17. 50 50. 0O 
35. 00 20. 00 55. 0O 


More than half of the social security payments for 1954 (63,560 persons, 
$2,881,848), averaging $45.43, are estimated to receive around $30 per month; 
therefore, we have about the following aged who receive some kind of assistance 
from $30 to $35 per month: 


i ee ae 
Social security (estimated) 


| pe eae 


As the State is still adding additional aged to the public assistance payroll, it 
is safe to say that we will have more than half of our aged population on some 
kind of public assistance. 

The social security payments in Jefferson County (1954) are as follows: 17,031 
persons, $892,046 ; average, $52.37. 

It cost about $3 million to operate the Pension and Security Department of 
Alabama. 

The United States Government pays about $2 million, the State of Alabama 
$1 million. 

To increase the income of our public assistance recipients, it is suggested that 
they be permitted to earn up to $50 per month. Also housing. especially for 
single aged people, is an important factor. 

From September 1955 to January 1956 the old-age-assistance payroll has in- 
creased from $87,783 to $96,342. 

The average payments have been reduced from $32.67 to $32.27. 

Since January 1955 there have been added 33,033 more to the old-age-assist- 
ance payroll and the expenses therefor also have increased to $3,705,222 








Senne ramen 
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TABLE 1-A.—Individual requirements for old-age assistance applicants 
recipients * 


and 





[From Alabama Public Assistance Manual, pt. 1, May 1955] 


Monthly : 
. 60 percent 





cost 
Total basic requirements. -~ $60. 00 $36. 00 
Food_- Ss TE - Pa 4 28. 50 17.10 
Clothing . . = ah é &. 00 4.80 
Medicine chest supplies- -- = 1. 00 60 
Household supplies and equipment__---- 6. 00 3. 60 
Fuel : Lae Btnkaldeccd 5. 00 3.00 
Lights 2. 50 1. 50 
Water. A a 2. 00 i. 20 
Incidentals__- 7. 00 4. 20 


Rental allowed for single and married couples (maximum), $18. 





NOTE.- In addition to the above allowances, the basic item of shelter is budgeted on as paid-cost basis up 
to a maximum of $30 per month. 


These figures are for an adult living alone or living in household with persons other than recipients and 
with no person included in his budget. 

SPECIAL NoTE.—However, when it was known that the increase in the number of eligible old persons 
under the new regulations was greater than the amount of new funds to be received during the year, it was 
necessary to cut payments in August (1955). Instead of paying 100 percent of need (determined by the 
new standard) up to the $55 maximum, the Department began paying 60 percent. 


INSTITUTIONAL HOME FOR THE AGING AT Fort DopGre, Iowa, REV. CLARENCE W. 
THOMPKINS, EXECUTIVE DIRECTOR 


Home with 160 rooms, construction cost from $6,000 to $9,000 per room. Fix- 
tures : Infirmary, $500 ; bedroom, $250 ; kitchen, $10,000. 

People supply their own bedroom furniture and linens; they like it better. 

Basic rate, $1,000 per year, some charity aged pay less. 

Higher standards than State, city, or United States Government requirements. 

Doctor spends half a day a week for consultation at a salary of $200 per 
month. 

We pay for all medicine, nurses, etc. We operate in the black. 


APARTMENT-TYPE HOME, CLEVELAND 


A 14-story elevator building and an accompanying row of houses form part of 
the metropolitan housing authority’s Cedar Apartments Extension. Of the 152 
housing units thus provided, 104 are 1-bedroom units for older persons, and 48 
are 2-bedroom units for young couples with children. The 1-bedroom units can 
be converted so that 2 old people may live together, each having a private living- 
bedroom and sharing a kitchen. This is to provide housing for survivors in 
case of the death of the spouse. 

The housing authority provides the building and some of the necessary fur- 
nishings. Separate funds have been raised for operating expenses, equipment, 
and furnishings. Some help was received from private foundations. Provision 
has been made for the community chest to finance the continuing operating pro- 
gram. 

A day center for older people occupies the ground floor of the apartment build- 
ing. It is open to all older residents of Cleveland and is operated by a separate 
agency called the Golden Age Center, which assumes responsibility for its opera- 
tion. 

The board of education cooperates in providing classes. The plan is to provide 
full day service for older people of the entire city. The building has a cafeteria, 
lounge, craft and hobby shops, a first-aid room, and administrative offices. 

Mr. Rarns. Have aseat. 

Mr. Kern. When you talk about housing for the aged—— 

Mr. Rarns. Let’s have an understanding. We will put your entire 
statement in the record, all of it. 

Mr. Kern. I will cut it through so the gentlemen can get out of here. 


Mr. Rarns. But on this clock we have to stop there about 3 minutes 
to 3. 
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Mr. Kern. All right, I will try to be fast. 

Mr. Huppiesron. Mr. ( ‘hairman, before Mr. Kern commences, I 
would like to introduce him to this group. 

Mr. Kern for many years has had a deep and abiding interest in the 
problems of the aging and the problems that come to . people because 
they are growing ‘older. He is a man of means himself and has no 
particular ax to grind, as an individual, but he has a deep interest in 
this problem, and I think that the committee will benefit from what 
he has to say. 

Mr. Rains. I noticed that he was a member of the conference that 
was held here on aging. 

Mr. Kern. A mental hygiene committee member, and then I have 
several other organizations which deal with the aging. 

Mr. Rains. You are not a native Alabamian, are you ‘ 

Mr. Kern. No; I was born in Austria. I came to America 50 years 
ago. LIcameto Alabama 30 years ago. 

Mr. Huppiesron. I want to say that Mr. Kern is my adviser on prob- 
lems of the aging. He keeps up correspondence with me practically 
continually, and I get a great deal of benefit from it. 

Mr. Kern. Not alone that, but he went to school with my daughter, 
so | know Mr. Huddleston very well. 

Mr. Rains. Well, you havea good Congressman. 

Mr. Kern. When you talk about aging, you have to take into con- 
sideration that there are three things that must be taken into considera- 
tion. First is health, the second an income, and the third is what 
can be done for them. 

Now, when I came back from the Conference of Aging in Michigan, 
I went to work and I put out an observation of an oldster. Now, there 
are three columns in there concerning housing which has been done all 
over the United States, and the other is pertaining to aging, so if it is 
all right, we will place it in your record. 

Mr. Rains. We will be glad to have it. 

Mr. Kern. The next thing is the income of the people in Alabama 

Jefferson County. Without income, we have practically 17 per- 
cent, 70 percent men, 50 percent women, with an income from $1 to 
$999. There are 38 percent men and 36 percent women, which makes 
a total of 56 percent of men with an income of a thousand dollars or less 
ornoincome. That is 56, almost 57 percent. 

With the women it is 87 percent, and that means that practically 
9 out of 10 have an income of less than a thousand dollars or a low 
income. 

Mr. Ratns. That is in what age limit ? 

Mr. Kern. I have that here on the statement. You can see it. 

Mr. Huppiestron. That is income of people 65 or over 4 

Mr. Kern. Yes. 

Mr. Ratns. That is what I wanted to know. 

Mr. Kern. Then I had this printed in the News on September 4, 
and since that time I have had it mimeographed. I put in the 20th 
Century Reports all over the United States. 

Now, then, we come to social security. Social security averages 
$45.48 for 1954. It is estimated that half receive les than $35 au 
month. Welfare checks are $32.67, and that was in September 1952, 
and since then it has been dec reased to $32.27, 40 cents less. 
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Then we come to the income of people on welfare. The State 
allows them $17.10 a month. That is practically 50 or 60 cents a 
day. However, they allow them $18 maximum for housing. 

Now, gentlemen, if we had sufficient space, we could go to work 
and take those welfare people out of the slums which are beyond 
description. We could take them out of the slums and put them into 
housing projects for $14. We could put 2 in the same room for $14. 
We could get by with $14 and save the Government $20. 

Now, as far as Alabama is concerned, the people on the welfare 
are the ones who are the forgotten people. Excuse me for that 
language. 

Mr. Rarns. That istrue. I will agree with you. 

Mr. Kern. I want to put it in just the way it is here. 

Mr. Ratns. We will be glad to do that. 

Mr. Kern. Now, when it comes to other matters, as far as medical 
facilities, as far as the moderate-income people are concerned, there 
are no provisions made for them. I would like to read you just a few 
things that have been in the paper. There is an old minister that 
reported to the Ministers Association on a meeting a few weeks ago 
here. He said about nursing homes. Now, actually we do not have 
real nursing homes. We have a lot of aged people that have to be 
nursed, and he says here that of 66 licensed nursing homes in Alabama, 
not one is housed in a fireproof building. Not one employs a profes- 
sional dietitian. Not one has dining room facilities, and only one 
employs a registered nurse. 

There is a personal remark in here that I don’t want to make, but 

I 
if you want to read that, that is up to you. 

Now, you ask me what can Ve done. There have been different 
organizations all over the State, all over the United States, that have 
done very well for the aging. We have created recreation places 
where people feel at home, where they meet and have a good time. 

Mr. Rains. Did you ever hear of the Golden Age Center in Cleve- 
land ? 

Mr. Kern. Yes, sir. 

Now, I have a copy here of this—now, we have in Iowa a very good 
institutional home. That is the Baptist Home out there in Iowa. 
The construction and all that is in here. If you put it in, it will 
make it shorter. 

They operate their homes for a thousand dollars or less, have their 
own doctor. They pay him $200 a month, and he spends a half-day 
in that institution. 

Then I bring in Cleveland. 

Now, you gentlemen know all the conditions in Cleveland. Cleve- 
land is a model home, and we can do the same thing right here and 
all over the United States. 

However, one thing ought to be done, and that is when people get 
to that home, they should be kept healthy. What I have here is not 
to cost the taxpayers more money but to prevent the Government 
from spending money on hospitals. 

Now, we have here, for instance, organizations which I am proud 
of; we are proud here in Birmingham that we have done something, 
at least, for the aging. 

Now, this is a diagnostic center. Anybody in there is going to 
be diagnosed, and there is a doctor over there once a week and he 
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examines all of them. He sends them to Hillman Hospital. If they 
have got enough money, he sends them to their private doctor. In 
extreme cases the government, the State government, allows up to 
$25 a month for medicine. Now, if they have to go to the hospital, 
we send them to the hospital, but the main object is to prevent them 
from going to the hospital, and we have in here, and in this article 
it says that anybody can go there who is over 60 years of age, to be 
examined free, and I am sorry to say that we hav en’t done ‘that yet 
because we haven’t got the finances yet, but we are going to do it. 

Now, I say here in my proposal to the amendment that the project 
should be built on a nonprofit basis. The prospective owners should 
at least invest 10 percent of the cost. Now, this differs to a certain 
extent with the bills before Congress. 

I believe if an organization goes out and builds a home for the 
aging and they have : some money interested in that project, they are 
going to see to it that it is run properly. After 40 years it is their 
own. 

There should not be no second mortgage on it. There should be 
no lienagainst it. It should be: absolutely up to either the city, county, 
or any of the other ‘renee which might apply for permission 
to run such a project. 

Then I mention here the project meeting the standards established 
by the Federal Housing Administration. 

Then I mention 50 percent ought to be grants from the Govern- 
ment. If Congress feels they ought to give : them less, it is all right. 
But a start ought to be made. 

Suppose that organization invests a dollar and you want to give 
them $2 in addition to it, so much the better. 

Now, when you do this, you bring the rent down and when you 
bring the rent’ dow n, that organization can go to work and spend 
more money on health. They can spend more money on the health 
of their members. Then it should be for 40 years at 314 percent. 

Now, I see here at the bottom, special emphasis should be placed 
on the provision and operation of a community kitchen, and dining 
room facilities, restaurant, or cafeteria for a diagnostic and health 
center, which will provide periodic free examinations of our oldsters. 

There should be provisions for the necessary recreation, craft, and 
hobby shops. 

Now I come to another important thing now. Provision should be 
made for the Federal Housing Administration to assist in the estab- 
lishment of such health and other facilities, the purchase of sickness, 
health, and disability group insurance, possibly collecting premiums 
along with the rent, and to generally provide administrative giud- 
ance to help insure the successful operation of this project. 

Now, suppose you have a hundred people in that project and you 
charge them $2 rent, you can have a doctor there at least once a week 
for half a day. 

Mr. Rains. You have already started operating a project, Mr. Kern ? 

Mr. Kern. We haven’t got them built yet. My problem is how are 
we going to get them built. 

Housing i is not alone the question for the aging, it is the income 
and it is to keep them well. It is to keep them out of the hopsital, 
prevent sickness. I could go on and tell you what happened in 
New York as far as mental conditions are concerned, and the State 
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of New York, the State of Colorado, the State of California, and 
the State of Massachusetts, those are the pioneers for the aging. They 
have done something. Thank God they have made a start. We are not 
the only ones, but we are making progress, and in making progress, 
we need the assistance wherever we can get them. 

I am getting nothing out of this. I have spent several hundred 
dollars to help the aging. But I have seen how people were living 
in those slum districts and what ought to be done. Some people 
have—from middle-class income were coming down to cases of charity 
where they had to live for 50 cents a day on welfare. 

Mr. Ratns. Something has to be done. 

Mr. Kern. Yes; and | think my idea of combining health with the 
housing project will help you get somewhere; housing alone won't 
doit. It will help, but it won’t do it. So if you gentlemen have any 
questions 

Mr. Rarns. We appreciate your coming before us and testifying. 

I will say this: It is my opinion that there is a little more push and 
your general situation on some kind of a good housing program for 
the elderly in the Congress this year is better than I have ever known 
before, and I believe my colleagues on both sides will agree with that 
and I have the feeling that we are going to come up with some kind 
of bill that will help do this. 

Mr. Kern. I want to thank the Administration for at least opening 
up the housing projects for the individuals and giving these privileges 
to the low-income single people. 

Mr. Rarns. That is a step forward. 

Mr. Kern. Then there are plans for mortgage loans to be made 
for people over 60. That isa great step forward. But you shouldn’t 
stop there. There is a lot more to be done. 

Mr. Ratns. Well, this committee is greatly interested and con- 
cerned with it, Mr. Kern. We may not get the full answer now, but 
we are going to do our best. 

Mr. Kern. I know it will take time. 

I sure thank you and I appreciate this. 

Mr. Rarns. We appreciate your coming before us. 

Mr. Asu ey. This is a fine statement, and we want to commend you 
for your efforts. 

Mr. Kern. Thank you. 

Mr. Asutey. Have you seen Mr. Rains’ bill on which a number of 
us collaborated ? 

Mr. Kern. You can’t just send them to the hospital. When they 
get sick, they won’t need a nurse. They will help each other. You 
will save money in the long run. 

Mr. Asutey. I think you are quite right. 

Mr. Rats. You keep plugging at.it and we will help you. 

Mr. Kern. Thank you. 

Mr. Rarns. I want to express my real appreciation to the members 
of my committee who would stay with me on Saturday the day before 
Easter. 

We have concluded a long and arduous hearing, and I thank all of 
you men for participating. 

The committee stands in recess. 

(Whereupon, at 2:55 p. m., the subcommittee recessed.) 


x 














